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ISSUES  IN  U.S.  ASSISTANCE  TO  LATENT 
AMERICA  AND  THE  CARIBBEAN 


TUESDAY,  MARCH  1,  1994 

House  of  Representatives, 
Committee  on  Foreign  Affairs, 
Subcommittee  on  the  Western  Hemisphere, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  2:05  p.m.,  in  room 
2255,  Raybum  House  Office  Building,  Hon.  Robert  G.  Torricelli 
(chairman  of  the  subcommittee)  presiding. 

Mr.  Torricelli.  The  committee  will  come  to  order — gavel  or  no 
gavel,  this  committee  will  not  be  stopped. 

Welcome  to  this  meeting  of  the  Subcommittee  on  the  Western 
Hemisphere.  Today  marks  the  subcommittees's  first  hearing  to  con- 
sider foreign  assistance  for  Latin  America  in  fiscal  year  1995.  One, 
I  am  certain,  of  many  hearings. 

Welcome  to  the  process. 

Our  discussions  today  are  not  about  actual  budget  funds;  that 
discussion  will  be  saved  for  next  week  when  we  ask  officials  of  the 
administration  to  explain  and  defend  their  proposals.  Instead,  we 
will  focus  on  broader  questions  regarding  U.S.  foreign  assistance 
for  the  region. 

Funding  for  Latin  America  and  the  Caribbean  has  been  reduced 
significantly  in  recent  years.  From  as  much  as  $2  billion  in  1990, 
to  approximately  $735  million  in  fiscal  year  1994.  We  have  been 
led  to  believe  tnat  the  1995  request  will  be  in  the  $825  million 
range;  an  improvement  but  indeed  still  significantly  below  recent 
funding  levels. 

These  reductions  have  led  some  to  ask  why  the  United  States 
was  so  willing  to  pour  billions  of  dollars  into  a  region  during  a  time 
of  war  in  the  last  decade  but  now  appears  unwilling  to  do  so  in  a 
time  of  peace  when  democracy  has  become  the  common  coin  of  the 
realm. 

Beyond  that  question,  we  must  ask  what  the  impact  of  these  re- 
ductions has  been  on  the  ground  and  how  the  limited  resources  we 
are  spending  in  the  region  can  most  effectively  be  used  to  promote 
peace  and  security. 

It  is  important  to  note,  this  is  the  first  year  the  foreijgn  aid  budg- 
et will  be  considered  in  a  post-cold  war  context.  It  is  the  first  year 
that  funding  will  be  allocated  toward  a  new  set  of  goals  and  objec- 
tives. 

The  administration  has  forwarded  to  Congress  its  foreign  aid  re- 
form proposal,  the  Peace,  Prosperity  and  Democracy  Act.  This  pro- 
posal sets  six  goals:  Sustainable  development,  building  democracy, 
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building  peace,  promoting  U.S.  prosperity,  human  assistance  and  to 
advance  diplomacy.  This  year's  plan  is  categorized  according  to 
those  six  objectives. 

We  will  be  asking  our  witnesses  today  to  comment  on  how  this 
proposal  impacts  aid  to  the  hemisphere.  It  would  appear  that  objec- 
tives such  as  sustainable  development  and  building  democracy  are 
perfectly  suited  to  the  needs  of  the  region.  It  is  worth  noting,  how- 
ever, that  while  some  regions  are  specifically  mentioned  in  the  ad- 
ministration's proposal,  others,  including  Latin  America  and  the 
Caribbean,  are  not. 

Our  witnesses  today  are  Dr.  Cynthia  McClintock,  Professor  of  Po- 
litical Science  and  International  Relations,  George  Washington 
University;  Ms.  Lisa  Haugaard,  Legislative  Coordinator,  Central 
America  Working  Group;  and  Mr.  Peter  Hakim,  President  Inter- 
American  Dialogue. 

We  look  forward  to  your  testimony.  Thank  you  for  your  coopera- 
tion and  for  being  here.  Welcome  to  the  committee. 

First,  I  would  like  to  recognize  Mr.  Smith  for  any  opening  com- 
ments he  would  care  to  make. 

Mr.  Smith.  Thank  you,  Mr.  Chairman. 

Today's  hearing  is  a  healthy  backdrop  for  our  next  hearing  which 
will  be  held  with  the  AID  Assistant  Administrator. 

I  am  committed,  like  you,  Mr.  Chairman,  to  work  with  the  ad- 
ministration, NGO's,  and  key  individuals  in  various  countries,  to 
formulate  with  limited  dollars  a  policy  that  promotes  economic  vi- 
tality based  on  free  market  principles  and  political  stability  based 
on  constitutional,  representative  governments. 

Mr.  Chairman,  these  are  principles  on  which  we  all  should  be 
able  to  agree. 

In  several  countries,  the  solid  commitment  to  reform  state-con- 
trolled economies  that  permit  the  marketplace  to  reign  has  reaped 
significant  benefits  for  the  citizenry.  But,  as  many  as  45  percent  of 
the  people  in  Latin  America  continue  to  live  in  poverty.  The  future 
of  the  region  is  young,  with  half  of  the  population  under  the  age 
of  15  and  the  birthing  pains  of  economic  reforms  seem  to  be  un- 
bearably harsh. 

Somehow  we  must  encourage  leaders  to  be  unwavering  in  their 
commitment  to  these  necessary  economic  reforms  and  help  gen- 
erate markets  which  will  foster  growth. 

Mr.  Chairman,  we  are  witnessing  also  the  second,  third  and 
fourth  generations  of  popular  democratic  elections,  but  the  roots  of 
democracy  in  some  countries  in  Latin  America  remain  shallow.  Un- 
fortunately, unchecked  bribery,  influence  peddling  and  corruption 
undermine  the  confidence  which  citizens  should  have  in  their  elect- 
ed government. 

Our  relations,  both  public  and  private,  with  these  nations  must 
focus  on  building  up  and  reinforcing  democratic  institutions  nec- 
essary for  representative  government  to  function.  I  believe  we  must 
constantly  fine  tune  the  assistance  we  provide,  keeping  in  mind  the 
objectives  of  our  foreign  assistance,  moving  these  economies  and 
governments  to  independence,  not  dependence. 

Mr.  Chairman,  I  do  look  forward  to  the  testimony  of  our  wit- 
nesses. I  will  have  to  leave  at  some  point.  There  is  a  hearing  going 
on  on  counterterrorism,  but  I  will  be  back  and  forth. 


[The  prepared  statement  of  Mr.  Smith  appears  in  the  appendix.] 

Mr.  TORRICELLI.  Thank  you,  Mr.  Smith. 

Dr.  McClintock,  if  you  will  proceed.  We  have  your  prepared  state- 
ment which  we  will  read  in  its  entirety,  therefore,  there  is  no  need 
for  you  to  do  so.  But  we  invite  you  to  make  comments  from  it  or 
submit  a  summary,  whatever  you  would  like  to  present. 

STATEMENT  OF  CYNTHIA  McCLINTOCK,  PROFESSOR  OF  PO- 
LITICAL SCIENCE  AND  INTERNATIONAL  RELATIONS, 
GEORGE  WASHINGTON  UNIVERSITY 

Dr.  McClintock.  Thank  you,  Mr.  Chairman. 

I  appreciate  the  invitation  to  testify  on  this  crucial,  crucial  bill. 
Of  course,  as  you  suggested  in  your  own  comments,  the  bill  as  it 
stands  appears  to  lack  specific  recommendations  for  Latin  America, 
and  I  have  been  concerned  about  that;  and,  just  as  you  are  con- 
cerned about  the  plummeting  aid  to  the  area,  I  am  as  well. 

I  will  begin  by  discussing  in  general  terms  what  I  consider  to  be 
the  continued  importance  of  Latin  America  to  the  United  States.  I 
will  make  a  case  for  the  need  for  assistance  to  the  region,  and  fi- 
nally try  to  specify  what  I  think  you  are  most  interested  in,  the 
kind  of  programs  that  are  most  advantageous  for  Latin  American 
needs. 

As  I  can  hear  from  your  comments,  I  think  you  are  aware  that 
there  is  a  potential  for  turmoil  still  in  Latin  America.  During  the 
1980's,  war  in  Central  America  took  at  least  125,000  lives,  the 
intervention  in  Panama  took  some  tens  of  American  lives.  Perhaps 
less  well  known  is  that  even  after  1989,  when  Soviet  influence  in 
the  region  reduced  considerably,  that  there  was  still  political  un- 
rest. 

At  least  8,000  lives  were  lost  in  Peru  after  1989.  I  was  happy  to 
testify  before  the  committee  just  after  that  threat  was  reduced  in 
September  1992;  during  the  summer  of  1992,  the  U.S.  Government 
and  Andean  Governments  were  very  worried  about  a  shining  path 
[Sendero  Luminoso]  victory.  Now,  the  rebellion  of  the  Zapatista  Na- 
tional Liberation  Army  in  Mexico  has  reminded  us  that  political  ex- 
clusion and  poverty  are  the  key  causes  of  turmoil  in  Latin  America. 

I  think  you  are  aware,  but  I  will  repeat  just  for  others  who  might 
not  be  as  sensitive  to  the  question,  that  because  of  the  proximity 
of  Latin  America  and  because  of  the  cultural  bonds  between  the 
United  States  and  Latin  America,  what  happens  in  Latin  America 
tends  to  reflect  much  more  on  U.S.  leadership  than  what  might 
happen  in  more  distant  areas. 

One  of  the  most  salient  examples  in  the  last  year-and-a-half  was 
not  long  after  President  Fujimori  in  Peru  staged  the  autogolpe — 
suspension  of  the  Peruvian  Constitution  and  closing  its  Congress. 
Boris  Yeltsin's  team  called  President  Fujimori  to  ask  about  his  ex- 
perience. So  we  live  in  a  time  when  the  entire  world  watches  what 
happens  in  Latin  America  and  how  we  respond  to  breakdowns  in 
democracy  becomes  very  important. 

Let  me  turn  to  the  question  of  the  continued  need  for  U.S.  assist- 
ance in  Latin  America  in  order  to  prevent  political  unrest. 

I  think  Mr.  Smith  in  his  opening  comments  suggested  the  rel- 
atively positive  views  that  a  lot  of  North  Americans  have  today  of 
the  region.  But  I  think  that  there  are,  as  you  mentioned,  a  lot  of 


problems  currently  with  the  fledgling  democracies  in  that  region.  I 
just  want  to  go  over  some  of  the  evidence  of  these  problems. 

There  is  perhaps  something  of  a  consensus  that  after  the  ousting 
of  President  Aristide  in  Haiti  in  1991,  what  we  perceive  as  the 
democratic  tide  has  ebbed. 

I  have  mentioned  the  Peruvian  experience  where  President 
Fujimori  dissolved  the  legislature,  seized  opposition  journalists, 
suspended  the  constitution  and  most  of  us  consider  the  country  to 
be  yet  far  from  the  democratic  column. 

In  Venezuela,  a  country  most  of  us  considered  to  be  one  of  the 
most  institutionalized  democracies  in  the  region  during  the  1980's, 
the  President  there  was  the  target  of  several  coup  attempts  in  the 
early  1990's.  He  was  eventually  ousted.  The  situation  continues  to 
be  very  unstable.  The  newly  elected  President  does  not  enjoy  a  ma- 
jority in  the  legislature  and  that  has  given  rise  to  rumors  of  a 
Fujimori-style  autogolpe  in  Venezuela. 

In  Brazil,  the  problem  of  corruption  that  Congressman  Smith 
mentioned  has  been  extremely  salient.  There  have  been  civilian 
and  military  leaders  suggesting  to  President  Franco  that  he  take 
actions  along  the  line  of  an  autogolpe.  The  current  leader  in  the 
Brazilian  opmion  polls  for  the  presidency  is  a  leftist  political  leader 
named  Lula.  There  are  some  who  fear  that  the  Brazilian  military 
would  be  unhappy  if  Lula  were  elected  this  fall. 

In  Argentina,  there  have  been  questions  about  President  Carlos 
Menem.  Although  the  United  States  has  generally  favored  his  eco- 
nomic program,  there  have  been  concerns  about  his  manipulation 
of  the  judicial  system  and  his  pushing  through  congress  a  constitu- 
tional provision  allowing  for  immediate  reelection.  This  provision, 
by  the  way,  doesn't  cause  many  eyes  to  open  in  the  United  States 
but  in  Latin  America  there  has  been  a  lot  of  fear  that  as  Presidents 
are  allowed  to  be  reelected  that  they  will  stop  at  nothing  in  order 
to  gain  reelection,  taking  advantage  of  the  public  purse  and  the 
electoral  machinery  for  their  own  ends. 

Two  recent  articles  about  the  state  of  democracy  in  Latin  Amer- 
ica are  entitled:  first,  "Giving  Democracy  a  Bad  Name";  and  second, 
'The  Vote,  But  Not  Always  Much  More  . 

There  was  a  poll  done  in  1993  in  eight  South  American  nations, 
trying  to  get  a  sense  for  how  much  trust  there  was  in  democratic 
institutions.  On  one  question,  for  example,  only  about  15  percent 
of  the  respondents  had  trust  in  the  political  parties.  The  figures  for 
trust  in  the  judicial  system  and  in  the  Congress  were  in  the  area 
of  30  percent.  Very  low  figures,  really.  So,  we  are  talking  about  a 
region  in  which  there  really  had  been  a  lot  of  hopes  for  democracy, 
but  now  there  is  increasing  disillusionment  that  the  democracies 
will  bring  about  what  the  people  had  hoped  for. 

I  think  one  especially  important  point  is  just  as  we  here  in  the 
United  States  are  often  uncertain  about  how  we  define  democracy, 
for  a  person  in  Colombia,  where  there  are  already  political  assas- 
sinations of  candidates,  especially  those  of  the  left,  the  definition 
of  democracy  is  even  less  clear.  I  think  it  is  urgent  that  we  as  an 
international  community  work  harder  at  defining  democracy.  We 
should  incorporate  human  rights  terms  and  provisions  in  our  defi- 
nition so  that  countries  in  which  there  are  certain  numbers  of  polit- 
ical assassinations  will  not  be  blithely  described  as  "democracies." 


As  you  mentioned,  Mr.  Smith,  there  is  a  significant  problem  with 
poverty,  and  I  believe  a  good  part  of  the  disillusionment  with  the 
democracies  has  been  the  pain  undergone  as  the  countries  imple- 
ment structural  adjustment  programs. 

Peru  is  perhaps  one  of  the  most  sorry  cases,  but  I  think  some  of 
the  data  n-om  tnat  case  are  worth  mentioning  even  in  this  brief 
hearing. 

The  real  minimum  wage  in  Peru  has  fallen  to  approximately  15 
percent  of  its  value  as  of  1980.  At  least  half  of  the  Peruvian  popu- 
lation are  living  on  incomes  of  not  more  than  $16  a  month.  Some- 
body might  say,  well,  things  are  probably  cheaper  there.  Actually, 
in  real  prices,  it  is  as  expensive  as  in  Washington,  D.C.  So  we  are 
talking  about  people  who  see  themselves  as  living  at  rock-bottom 
salaries  in  countries  with  prices  of  European  nature.  This  exacer- 
bates the  problems  that  you  referred  to  earlier  on. 

Many  people  in  Latin  America  now  are  well  educated.  They  often 
blame  their  governments  for  these  problems  and  become  disillu- 
sioned with  democracy. 

Because  of  the  increased  poverty  associated  with  structural  ad- 
justment, candidates  tend  to  reject  these  policies  when  they  cam- 
paign. But  when  a  winner  is  inaugurated,  there  is  no  other  choice 
and  he  betrays  the  populist  promises  he  made  to  the  people.  This 
flies  in  the  face  of  democratic  ideals. 

I  include  in  the  testimony  a  statement  from  the  front  runner  in 
the  Brazilian  campaign,  Lula,  back  in  1985,  when  he  speaks  ex- 
tremely disparagingly  about  the  debt  crisis  for  Brazil.  We  often 
think  the  debt  crisis  is  over,  but  there  are  still,  as  you  mentioned, 
many  people  severely  suffering  from  the  debt  crisis. 

In  terms  of  the  need  for  U.S.  support  for  Latin  America,  I  think 
it  is  important  to  mention  that  Latin-Americans  today  are  very 
aware  of  the  kinds  of  figures  that  we  have  in  our  budgets.  This  is 
not  20  years  ago  when  it  was  hard  to  get  the  information.  Latin 
Americans  can  get  it  on  E-mail,  through  all  kinds  of  other  modes 
of  communication.  They  are  aware  that  we  are  not  providing  the 
kind  of  support  that  other  countries  are  or  that  they  consider  to  be 
within  our  means. 

There  is  some  data  from  public  opinion  polls,  for  example,  that 
both  Brazilians  and  Peruvians  now  consider  Japan  a  more  friendly 
and  favorable  country  than  they  consider  the  United  States. 

Let  me  turn  now — I  know  time  is  short — to  some  of  the  programs 
that  I  think  would  be  most  helpful  for  U.S.  efforts. 

Mr.  TORRICELLI.  I  also  noted  in  addition  to  admiring  Japan,  you 
all  seemed  to  be  surprised  that  they  admire  Italy.  Do  you  find  that 
extraordinary  that  they  would  admire  Italy? 

I  am  only  kidding  you. 

Dr.  McClintock.  Well,  I  thought  you  would  ask  an  easy  ques- 
tion, whether  they  admire  Argentina  or  an  easier  one,  but  it  is  a 
good  question. 

I  can  assure  you,  however,  that  the  favorable  view  of  Japan,  this 
was  a  survey  done  before  President  Fujimori  came  to  power  in 
1990,  and  that  attitudes  toward  Japan  are  even  more  favorable  rel- 
ative to  the  United  States  than  when  the  survey  was  done. 

One  of  the  things  you  asked,  Mr.  Chairman,  in  the  opening  letter 
was  to  reflect  on  our  past  experience  in  aid  programs  to  the  region. 


My  own  view  is  that  we  have  really  not  ever  in  the  past  tried  to 
support  democracy  in  a  pluralistic  way.  The  Alliance  for  Progress 
funds  were  primarily  dedicated  to  programs  that  would  stop  com- 
munism in  the  cold  war  era,  and  in  the  cases  best  known,  it  is  well 
documented  that  U.S.  money  went  into  supporting  anti-Com- 
munist— not  prodemocracy — efforts.  There  was  a  lot  of  funding  at 
that  time  that  went  to  police  and  military  institutions  that  led  to 
a  backlash  against  funds  of  all  kinds  to  Latin  America. 

The  example  for  me  that  is  the  most  salient  of  the  need  for  U.S. 
support,  and  where  I  strongly  believe  the  United  States  could  have 
made  a  difference,  is  in  support  for  democracy  programs  in  Peru 
during  the  1980's.  It  was  a  troubled  country,  wracked  by  political 
violence.  Ninety  percent  of  terrorism  suspects  were  being  released; 
there  was  no  concerted  program  that  would  allow  suspects  of  ter- 
rorism to  be  processed  in  a  way  that  was  compatible  with  our 
norms,  U.S.  ethical  norms,  as  well  as  Peruvian  needs.  The  United 
States  funded  Rule  of  Law  and  Administration  of  Justice  programs 
with  less  than  $1  million  annually. 

Ultimately,  Fujimori  took  the  matter  into  his  hands  and  did  not 
even  try  to  have  a  judicial  system  as  we  know  it.  If  we  had  put 
in  just  a  little  real  money  and  worked  at  it  hard  in  the  1980's,  we 
might  not  have  had  the  break  down  of  democracy  in  Peru. 

I  believe  that  we  should  work  strongly  with  multilateral  institu- 
tions and  NGO's.  One  of  the  advantages  for  Latin  America  today 
is  that  there  is  some  history  of  democracy  to  work  with,  there  are 
NGO's  that  we  can  work  with  and  support.  It  would  be  good  if  we 
defined  democracy,  specified  clearly  the  relationship  between 
human  rights  and  democracy,  and  endeavored  to  meet  those  stand- 
ards. 

I  believe  that  I  have  run  out  of  time,  so  I  won't  talk  about  hu- 
manitarian assistance  or  antidrug  assistance  now,  but  I  would  be 
happy  to  go  into  that  in  questions,  if  you  are  interested. 

Thank  you. 

[The  prepared  statement  of  Dr.  McClintock  appears  in  the  appen- 
dix.] 

STATEMENT  OF  LISA  HAUGAARD,  LEGISLATIVE 
COORDINATOR,  CENTRAL  AMERICA  WORKING  GROUP 

Mr.  TORRICELLI.  Ms.  Haugaard. 

Ms.  Haugaard.  Thank  you,  Mr.  Chairman,  for  the  invitation  to 
speak  here  today. 

The  Central  America  Working  Group  is  a  coalition  of  50  national 
organizations  concerned  with  U.S.  policy  toward  the  Central  Amer- 
ican region.  What  I  will  say  today  reflects  the  discussions  and  per- 
spectives that  we  share. 

Remarkable  events  have  taken  place  in  the  last  few  years  in 
Central  America.  People  who  had  fought  in  the  mountains  for  years 
have  laid  down  their  arms,  enemies  are  discussing  disagreements 
across  tables,  not  by  fighting  on  battlefields.  The  fact  that  there  are 
ongoing  human  rights  problems  and  problems  with  implementation 
of  the  peace  accords  in  the  region,  does  not  diminish  the  immensity 
of  this  accompHshment,  but  the  peace  and  democracy  established 
is  very  tentative. 


Whatever  our  views  on  what  took  place  in  the  region  over  the 
last  two  decades,  and  we  have  various  views,  I  think  we  can  agree 
that  Central  Americans  resorted  to  armed  conflict  in  large  part  be- 
cause they  saw  no  room  for  political  or  economic  reform  in  their 
countries.  For  many  Central  Americans  to  stand  up  for  the  most 
basic  human  rights,  could  cost  them  their  lives.  It  is  critical  in  the 
next  several  years  to  assure  that  U.S.  assistance  and  policy  works 
to  broaden  and  not  to  narrow  the  space  for  reform  that  came  at 
such  a  great  human  cost. 

We  would  like  to  suggest  certain  principles  for  U.S.  assistance 
that  would  help  Central  Americans  meet  this  challenge: 

An  aid  program  that  sets  an  example  of  democratic  discussion  of 
inclusion,  not  exclusion;  that  is  based  on  regular  consultation  with 
civil  society  and  government. 

An  aid  program  that  is  nonpartisan  and  pluralistic;  that  brings 
people  together,  not  sets  them  apart. 

All  aid  program  that  supports  broad-based  development,  particu- 
larly through  grassroots  efforts. 

What  kind  of  U.S.  assistance  is  not  needed?  Military  assistance 
should  not  be  granted  to  any  Central  American  country  in  the  fore- 
seeable future. 

The  highest  priority  for  U.S.  funding  in  Central  America  right 
now  should  be  to  back  peace  processes  in  the  right  wavs  and  with 
the  right  resources.  Peace  is  expensive,  although  it  is  cheaper  than 
war.  Peace  accord  implementation  is  a  longer  process  than  is  some- 
times believed;  for  example,  the  reintegration  of  excombatants  can't 
begin  and  end  with  a  packet  of  seeds  and  some  tools.  Donors  have 
to  work  closely  with  government  and  excombatants  to  assure  they 
are  given  land  with  clear  title,  that  they  are  given  training,  tech- 
nical assistance  and  credit  or  that  they  nave  employment  opportu- 
nities. 

The  United  States  should  also  work  with  other  donors  to  help 
refugees,  returnees  and  other  people  most  affected  by  the  war.  In 
the  case  of  Guatemala,  the  most  urgent  need  is  diplomatic  efforts 
to  ensure  a  peace  accord  is  reached  that  addresses  the  roots  of  the 
conflict. 

The  second  set  of  priorities  for  U.S.  funding  are  programs  that 
promote  broad-based  sustainable  development.  In  the  past  decade, 
the  private  sector  was  often  interpreted  too  narrowly  by  AID  in  its 
Central  America  programs  as  meaning  exclusively  the  large  busi- 
ness sector.  Programs  that  provide  training  and  credit  on  reason- 
able terms  to  small  farmers  and  small  businesses  will  help  address 
the  inequities  that  have  been  at  the  root  of  Central  American 
strife.  They  are  also  a  sensible  approach  because  small  producers 
are  very  important  economic  actors  in  the  region. 

Other  areas  for  funding  are  health,  education  and  social  services, 
environmental  programs,  and  balance-of-payments  support,  which 
still  has  a  role  in  the  region. 

Even  if  ail  of  these  programs  were  carried  out  with  adequate  re- 
sources, they  could  be  undermined  by  the  pressures  generated  by 
massive  debt  service  and  strict  conditions  on  loans.  As  we  shift 
from  bilateral  aid  to  multilateral  loans,  AID  should  work  with 
other  donors  to  provide  debt  relief  and  should  reexamine  the  kind 
of  adjustment  plans  that  are  pursued.  Harsh  adjustment  plans  are 
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not  rational  approaches  to  postwar  situations  in  fragile  and  divided 
societies.  They  fall  hardest  on  the  poor,  can  jeopardize  peace  and 
political  stability  and  they  can  result  in  high  unemployment  £ind 
stagnating  production. 

At  the  same  time,  some  adjustments  are  needed  to  close  deficits, 
rein  in  inflation  and  broaden  the  tax  base.  When  I  talk  about  reex- 
amining adjustment  packages,  we  are  talking  about  a  basic  mar- 
ket-oriented framework  but  we  need  to  examine  the  exact  policies 
we  are  following. 

A  dialogue  must  occur  among  donors,  government,  civil  society 
and  international  financial  institutions  to  ensure  that  sustainable 
development  and  political  stability  are  not  put  at  risk  by  adjust- 
ment plans  that  are  pursued  rigidly  and  without  debate. 

I  would  like  to  take  a  moment  to  acknowledge  the  signs  of 
change  we  are  seeing  in  AID. 

There  is  a  willingness  to  engage  in  dialogue  with  nongovern- 
mental organizations  in  AID-Washington,  and  we  are  just  begin- 
ning to  see  it  in  the  Central  American  AID  missions.  Central 
American  citizens  await  with  great  skepticism  and  great  eagerness 
the  signs  of  change  in  AID  that  shows  a  determination  to  be  less 
heavy  nanded,  and  more  of  a  partner  in  development. 

Regarding  the  Peace,  Prosperity  and  Democracy  Act  of  1994, 
briefly,  we  strongly  support  a  reform  of  the  Foreign  Assistance  Act 
and  we  believe  now  is  the  time  to  do  it.  The  sustainable  develop- 
ment section  of  the  reform  bill,  as  it  currently  stands,  is  a  fresh  ap- 
proach. The  emphasis  on  participation  in  development  efforts  is  es- 
pecially welcome.  But  major  proolems  remain  in  other  parts  of  the 
bill. 

First,  the  bill  should  take  a  new  aporoach  to  arms  transfer  ques- 
tions to  ensure  there  are  no  arms  for  dictators. 

We  also  strongly  urge  the  elimination  of  a  provision  (sec.  7209(b)) 
that  seems  like  it  would  allow  the  military  to  participate  in  sus- 
tainable development  activities.  This  year,  civic  action  programs 
are  carried  out  in  El  Salvador,  Honduras  and  Guatemala.  We  be- 
lieve these  humanitarian  exercises  by  U.S.  and  Central  American 
militaries  send  the  wrong  message  at  this  moment  by  validating 
military  efforts  to  get  further  involved  in  civilian  affairs.  I  would 
like  to  clarify  that  these  programs  now  are  carried  out  by  U.S.  mili- 
tary personnel,  not  AID  personnel.  I  mention  them  as  an  example 
of  the  U.S.  military's  role  in  development  activities  in  Central 
America,  which  we  regard  as  inappropriate. 

We  also  believe  the  bill  does  not  adequately  stress  human  rights. 
It  is  essential  that  if  a  country  is  to  receive  security  assistance  or 
police  aid,  that  the  President  certifies  positively  that  it  meets  inter- 
nationally recognized  human  rights  standards.  We  believe  there 
must  be  strong  language  requiring  trade  promotion  and  multilat- 
eral lending  to  support  the  goals  of  sustainable  development. 

Finally,  we  would  like  to  see  specific  language  on  Latin  America 
and  the  Caribbean  in  the  bill.  Leaving  the  region  out  of  the  bill 
sends  a  signal  to  our  neighbors  that  they  are  no  longer  a  priority 
for  us. 

There  are  good  sections  in  the  bill.  But  if  the  point  of  the  reform 
is  to  bring  our  vision  of  foreign  aid  out  of  the  cold  war  and  into 
the  future,  we  say  it  is  not  quite  there  yet. 


I  would  like  to  close  by  talking  about  funding,  which  greatly  con- 
cerns us  since  Central  American  funding  has  been  hard  hit  in  the 
last  2  years,  and  I  very  much  support  what  Chairman  Torricelli 
said  on  this  subject. 

One  of  the  solutions  being  offered  these  days  as  a  substitute  for 
declining  foreign  aid  is  "trade  not  aid."  It  sounds  nice,  it  rhymes, 
it  costs  nothing.  But  it  is  not  the  answer. 

Central  Americans  certainly  will  not  want  to  be  left  out  as  trade 
ag^-eements  are  negotiated  to  their  North  and  South,  but  trade  is 
not  the  short-term  fix  for  Central  America,  although  I  don't  dis- 
count it  as  something  important.  If  trade  liberalization  wipes  out 
small  producers,  if  trade  policy  promotes  the  concentration  of 
wealth  in  the  hands  of  a  few,  and  widens  the  gap  again  between 
rich  and  poor,  then  it  will  put  in  peril  some  of  the  advances  Central 
Americans  have  made. 

If  trade  is  to  benefit  society  broadly,  trade  agreements  must  be 
made  with  broad  consultation.  In  Central  America,  trade  liberaliza- 
tion should  occur  gradually  and  with  special  attention  to  small  pro- 
ducers. It  is  important  that  trade  agreements  contain  strong  labor 
rights  and  environmental  provisions. 

We  face  the  disquieting  reality  that  as  AID  funds  diminish  to  the 
hemisphere,  military,  drug  enforcement  and  intelligence  programs, 
whose  budgets  .are  not  cut  as  much,  could  grow  in  relative  impor- 
tance. Our  relations  with  Central  America  and  the  rest  of  the 
hemisphere  should  be  founded  on  civilian  partnership.  The  United 
States  can  and  must  find  resources  to  aid  Central  American's  tran- 
sition to  peace  and  democracy. 

If  we  interpret  the  U.S.  national  interest  abroad  more  wisely,  we 
can  find  the  money  in  a  fairer  division  of  the  foreign  assistance  pie, 
and  in  the  military  and  intelligence  budgets.  We  don't  recommend 
that  Central  Americans  become  dependent  on  U.S.  aid.  But  for  the 
nexi  several  years,  the  United  States,  which  has  invested  so  much 
in  an  effort  in  war,  should  invest  in  peace. 

Thank  you. 

Mr.  Torricelli.  Thank  you  very  much. 

[The  prepared  statement  of  Ms.  Haugaard  appears  in  the  appen- 
dix.] 

STATEMENT  OF  PETER  HAKIM,  PRESIDENT,  INTER-AMERICAN 

DIALOGUE 

Mr.  Torricelli.  Mr.  Hakim,  welcome. 

You  may  proceed.  We  look  forward  to  hearing  your  statement. 
We  have  it  in  its  entirety  but  any  oral  summary  you  would  like  to 
provide  we  would  be  happy  to  receive. 

Mr.  Hakim.  Mr.  Chairman,  let  me  apologize  for  being  late  first 
of  all.  I  had  trouble  getting  a  taxi. 

I  greatly  appreciate  this  invitation  to  testify  on  U.S.  foreign  as- 
sistance to  Latin  America. 

Let  me  start  off  by  saying  in  the  interest  of  fiill  disclosure  that 
the  organization  that  I  direct  did  receive  a  grant  from  USAJD  last 
year  and  is  currently  in  the  process  of  applying  for  a  grant,  and 
you  will  have  to  sort  of  evaluate  my  words  in  the  context  of 

Mr,  Torricelli.  That  is  not  an  oversight  in  our  behalf.  We  prom- 
ised AID  we  would  have  one  positive  guaranteed  witness. 
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Mr.  Hakim.  Let  me  just  add  that  this  amounts  to  about  3  percent 
of  our  budget,  if  you  were  terribly  concerned. 

Let  me  say  also,  I  learned  a  great  deal  about  the  organization, 
US  AID  in  the  course  of  requesting  and  receiving  the  money  from 
the  agency,  which  I  would  be  delighted  to  discuss  at  length,  as  I 
have  with  many  colleagues  at  AID.  But  let  me  say  two  things  real- 
ly stood  out  in  the  course  of  dealing  with  AID.  One  was  really  the 
superb,  high  quality  of  the  professional  and  technical  staff  that  we 
dealt  with.  There  was  no  question  these  were  very  well-trained  and 
competent  people. 

The  second  thing  that  stood  out  was  the  enormous  waste  of  time, 
paper  and  people  mvolved  in  AID's  grant-making  processes.  I  can 
say  this,  literally  there  was  more  paperwork  involved  in  our  grant 
from  AID,  which  amounted  to  about  3  percent  of  our  income,  than 
the  total  of  all  other  contributions  we  received  last  year. 

That  suggests  that  AID,  unless  it  gets  itself  streamlined — and  I 
think  the  current  leadership  is  trying  to — certainly  it  does  not  have 
the  best  credentials  to  promote  good  government  and  effective  man- 
agement abroad.  It  should  reinvent  itself  here. 

When  we  talk  about  USAID's  work  in  Latin  America,  we  have 
to  recognize  there  is  no  such  thing  as  a  Latin  America  progpi^am. 
Certainly,  no  program  that  is  conceived  with  any  sense  of  aiding 
the  region  as  a  whole  or  furthering  the  U.S.  broad  objectives  in 
Latin  America.  The  bulk  of  USAID  goes  to  a  small  number  of  most- 
ly small  countries  in  the  region. 

Last  year,  for  example,  the  largest  countries,  Brazil,  Mexico,  and 
others  like  Argentina,  Venezuela  and  Chile,  which  together  contain 
75  percent  of  Latin  America's  population,  obtained  virtually  no  as- 
sistance at  all. 

The  point  that  I  really  want  to  make  is  most  Latin  American 
countries  have  outgrown  the  need  for  bilateral  aid  and  they  are  not 
asking  for  such  aid.  What  they  want  is  the  right  to  compete  freely 
in  the  U.S.  market,  and  in  exchange  are  ready  to  permit  us  the  op- 
portunity to  compete  in  their  markets. 

Regarding  economic  integration  in  the  hemisphere,  and  increas- 
ing political  cooperation,  the  question  arises  whether  the  United 
States  should  seek  to  develop  a  regional  program  that  would  fur- 
ther those  integration  and  cooperation  efforts. 

Turning  to  (Jentral  America:  During  the  1970's,  Central  America 
received  very  small  amounts  of  U.S.  assistance.  Then  in  the  1980's, 
suddenly,  4  out  of  5  Central  American  countries  emerged  in  the  top 
10  of  all  U.S.  aid  recipients  worldwide.  Towards  the  end  of  the 
1980's,  Central  America  was  receiving  more  than  $1  billion  a  year 
from  the  United  States.  I  gather  for  this  year,  1994,  the  amount 
has  dropped  to  about  $300  million.  T^e  question  is  what  produced 
these  wide  swings  of  aid? 

Certainly,  it  had  little  to  do  with  development  objectives  or 
human  needs.  Central  America  on  a  per  capita  basis  is  poorer 
today  than  it  was  in  1980  when  we  started  putting  in  large 
amounts  of  money.  That,  of  course,  is  not  to  say  that  aid  was  the 
cause  of  that.  Certainly  not.  They  had  their  problems,  they  had  a 
rough  time  and  aid  may  have  helped  the  region  from  falling  back 
further.  The  fact  is  we  put  it  in  when  it  was  in  a  better  situation 
than  it  really  is  today,  in  terms  of  per  capita  income  at  least. 
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The  volume  of  U.S.  assistance  to  Central  America  also  had  very 
little  to  do  with  Central  America's  capacity  to  use  that  aid.  That 
capacity  is  certainly  far  greater  today  now  that  the  region's  wars 
are  over,  governments  are  democratically  elected,  and  they  have 
undertaken  critical  economic  reforms.  Indeed,  much  of  the  support 
the  United  States  provided  in  the  1980's  allowed  Central  America 
to  postpone  economic  reforms,  which  was  very  costly. 

In  a  small  disagreement  with  my  colleague,  I  think  it  is  the  fail- 
ure to  adjust  to  economic  realities  that  is  most  costly  to  the  poor 
in  many  of  these  countries,  and  those  countries  that  have  adjusted 
in  fact  are  doing  better  on  most  grounds. 

What  motivated  U.S.  assistance  to  Central  America,  we  all  know 
is  cold  war  politics.  Now  that  the  cold  war  is  over,  we  really  have 
to  find  a  new  purpose  for  allocating  aid. 

For  a  short  while  it  appeared  the  drug  war  might  replace  the 
cold  war,  but  the  evidence  seems  now  overwhelming  that  virtually 
whatever  we  spend  on  antidrug  efforts  overseas  really  does  nothing 
for  our  own  drug  problem  back  home. 

I  will  be  happy  to  talk  further  on  that. 

But  if  neither  the  cold  war  nor  drug  war  can  justify  or  give  pur- 
pose to  an  aid  program  in  Latin  America,  why  should  the  United 
States  be  involved? 

It  seems  to  me  it  is  linked  to  our  broader  policy  toward  the  re- 
gion, that  our  aid  program  in  Latin  America,  like  broader  policy, 
no  longer  needs  to  be  directed  to  protecting  our  interests.  Our  in- 
terests are  not  at  risk  in  Latin  America  in  any  significant  way. 
U.S.  policy  toward — do  those  bells  mean  something? 

Am  I  supposed  to  finish? 

Mr.  ToRRiCELLl.  Yes.  But  that  is  not  what  the  bells  mean. 

Mr.  Hakim.  I  will  be  quick. 

Let  me  say,  U.S.  policy  toward  Latin  America  should  be  driven 
by  opportunities  now.  Specifically,  opportunities  for  the  region's 
economic  advances,  for  strengthening  our  own  economy,  for  promot- 
ing some  fundamental  values  like  democracy,  human  rights  and  so- 
cial justice,  and  for  the  opportunities  for  cooperation  in  dealing 
with  key  problems  that  are  shared  between  Latin  America  and  the 
United  States.  Environment  and  immigration  are  two  of  those. 

I  believe  the  current  leadership  of  AID  has  set  out  the  right  ob- 
jectives for  the  organization.  It  is  basically  those  sets  of  objectives 
that  will  take  advantage  of  these  opportunities.  The  question  is 
how  to  transform  them  into  real  programs. 

I  think  if  I  had  to  make  a  criticism,  I  think  there  should  be  more 
focus  on  plain  old-fashioned  economic  growth.  That  those  countries 
that  grow  economically  tend  to  do  better  by  their  citizens.  Eco- 
nomic growth  is  ultimately  the  only  solution  to  poverty,  I  believe, 
and  it  is  crucial  for  nurturing  democracy.  Growth  creates  jobs,  gen- 
erates resources  for  social  spending,  reduces  political  opposition  to 
redistribution. 

Finally,  one  last  point,  given  the  scarce  resources  available  to 
USAID  compared  to  most  other  aid  organizations,  and  to  the  pri- 
vate flows,  even  under  the  most  optimistic  scenarios,  the  United 
States  has  to  select  what  countries  it  wants  to  direct  its  resources 
toward  and  to  provide  those  resources  in  sufficient  amounts  and  for 
long  enough  time  to  really  make  a  difference.  I  think  in  Central 
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America,  several  countries  have  an  important  claim  on  our  re- 
sources, and  let  me  suggest — I  see  my  written  testimony  says  I  will 
suggest  three  criteria,  and  I  have  four,  so  bear  with  me — ^tne  coun- 
try should  be  genuinely  in  need. 

They  shouldn't  have  access  to  large  private  flows  or  easy  access 
to  the  large  multilateral  financial  organizations.  We  ought  to  find 
a  niche  for  U.S.  aid. 

Second,  they  should  be  democratic  countries  or  moving  clearly  in 
that  direction. 

Third,  this  is,  I  think,  crucial;  they  should  be  pursuing  sound 
growth-oriented  economic  policies  to  assist  countries,  failing  that 
test  is  to  waste  U.S.  taxpayers'  money. 

And  finally,  countries  should  demonstrate  their  own  national 
commitment  to  addressing  problems  of  poverty  and  inequality. 
Good  indications  are  effective  and  inclusive  tax  systems  and  rising 
investments  in  such  areas  as  education,  health  and  other  key  social 
services. 

Thank  you. 

[The  prepared  statement  of  Mr.  Hakim  appears  in  the  appendix.] 

Mr.  TORRICELLI.  Thank  you  very  much. 

Thank  you  each  for  your  testimony  today. 

I  want  to  ask  some  philosophical  questions,  but  some  country- 
specific  questions. 

Ms.  Haugaard,  when  you  said  there  shouldn't  be  military  aid  to 
any  nation  in  Central  America,  do  you  include  in  that  El  Salvador, 
given  the  role  of  the  military  in  the  peace  accords  and  what  I 
thought  was  an  agreement  on  all  sides  that  that  role  was  nec- 
essary, and  therefore  requires  some  assistance? 

Is  it,  nevertheless,  your  position  that  we  not  send  any  military 
assistance  to  them? 

Ms.  Haugaard.  Our  position  is  there  should  be  no  military  as- 
sistance to  El  Salvador. 

Mr.  TORRICELLI.  You  do  not  consider  that  the  implementation  of 
the  peace  accords  would  be  hurt? 

Ms.  Haugaard.  No.  One  of  the  things  we  are  interested  in  see- 
ing, however,  is  funding  for  the  National  Civilian  Police  which  does 
come  out  of  the  peace  accords  and  would  provide  for  all  of  the — 
domestic  enforcement  needs  necessary  for  the  country. 

Mr.  TORRICELLI.  You  think  implementation  of  the  peace  accords 
and  the  maintenance  of  the  peace  through  the  electoral  process  is 
guaranteed  by  doing  this  through  the  civilian  police? 

Ms.  Haugaard.  Given  the  funding  the  military  has,  it  does  not 
require  any  from  the  United  States,  and  that  it  would  be  the  bad 
sign  to  send,  to  continue  to  fund  the  military. 

Mr.  TORRICELLI.  Anybody  disagree  with  that?  No? 

Mr.  Hakim.  I  just  don't  have  enough  information  to  make  a  judg- 
ment on  that. 

Mr.  TORRICELLI.  Thai  never  stops  anybody  from  giving  testi- 
mony. 

Mr.  Hakim.  It  sometimes  stops  me. 

Mr.  TORRICELLI.  On  the  issue  of  the  School  of  the  Americas,  do 
any  of  you  have  particularly  strong  views  in  either  direction  wheth- 
er indeed  in  this  age-old  debate  the  School  of  the  Americas  helps 
to  raise  sensitivity  of  military  officers  in  the  culture  of  democracy. 
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or  indeed  is  of  no  value,  or  is  a  breeding  ground  instead  for  mili- 
tary intervention? 

Mr.  Hakim.  I  do  have  a  opinion.  Let  me  take  it  a  little  away  from 
that  specific  question  to  the  general  question  of  military-to-militar/ 
relations  between  the  United  States  and  Latin  America,  which 
manifests  itself  in  the  Military  Defense  Board,  University  of  the 
Americas,  American  Defense  College,  and  all.  It  seems  to  me  that 
we  ought  to  be  developing  relations  among  the  civilian  defense 
ministers  in  Latin  America,  the  way  there  are  relations  among  the 
foreign  ministers,  finance  ministers  meet,  agricultural  ministers 
meet. 

The  one  significant  group  that  hardly  ever  gets  together  are  civil- 
ian defense  ministers,  to  talk  about  how  they  ought  to  meet  their 
security  needs,  which  ought  to  be  in  the  hands  of  civilians  in  the 
post-cold  war  in  a  democratic  society.  And  they  also  ought  to  talk 
about  how  to  control  their  own  militaries. 

I  think  that  the  continuation — it  is  a  very  complicated  issue  and 
there  are  a  lot  of  people  within  the  government  that  are  looking 
closely  at  it — the  maintenance  of  essential  military-to-military  rela- 
tions that  are  not  mediated  by  civilian  authority  in  some  sense  do 
send  the  wrong  signal.  They  are  sort  of  the  wrong  way  for  the 
United  States  to  deal  with  Latin  American  militaries. 

Mr.  TORRICELLI.  Where  do  you  come  down  on  the  question  of  the 
School  of  the  Americas? 

Mr.  Hakim.  If  it  is  in  the  hands  of  the  military  alone,  then  I 
would  begin  to  back  away. 

Mr.  TORRICELLI.  Do  you  have  any  views  you  would  like  to  share? 

Dr.  McClintock.  I  agree  the  record  has  been  negative  and  I  see 
no  reason  to  continue  with  it.  There  were  apparent  efforts  to  re- 
form and  there  was  just  failure  of  the  reform  efforts.  It  seems  to 
me,  there  has  been  a  chance  and  it  didn't  work  and  that  it  would 
be  better  not  to  continue. 

Mr.  TORRICELLI.  Does  the  case  of  Guatemala — do  you  find  it  in- 
structive that  in  fact  the  military  which  seemed  at  a  critical  mo- 
ment to  intervene  in  favor  of  a  democratic  order — does  that  give 
some  sign  of  encouragement  that  the  lesson  is  getting  through  to 
the  School  of  the  Americas,  or  is  that  experience  not  bearing  that 
out? 

Mr.  Hakim.  I  once  asked  a  senior  U.S.  military  commander  if  he 
could  cite  an  example  where  he  could  point  to  where  the  training 
of  Latin  America  military  officers  by  the  United  States  had  in  fact 
improved  the  human  rights  record? 

Mr.  TORRICELLI.  I  thought  I  was  naming  one  but 

Mr.  Hakim.  But  he  could  not. 

Mr.  TORRICELLI.  He  didn't,  but  I  did. 

Having  raised  this,  do  either  of  you  find  any  reason  to  believe 
that  that  gives  you  some  slight  encouragement  that  this  is  succeed- 
ing? 

Ms.  Haugaard.  I  am  sure  we  could  find  several  good  people  who 
went  to  the  School  of  the  Americas  and  took  their  courses,  but  I 
think  the  record  is  so  strong  about  the  number  of  human  rights 
abusers  that  did  go  there,  that  it  is  up  to  the  school  to  show  it  in 
fact  does  promote  democracy  and  civilian  control  of  the  military, 
and  so  forth,  in  the  hemisphere. 
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Mr.  TORRICELLI.  Are  any  of  you  familiar  with  the  curriculum  of 
the  school,  to  any  extent?  Frankly,  I  am  not. 

No,  I  guess  not. 

I  don't  know  whether  this  is  a  failure  to  get  the  message  across, 
instead  of  just  our  hope  that  they  are  attempting  to  get  the  mes- 
sage across  being  substituted  by  pure  military  training  and  that  is 
why  they  fail.  I  don't  know  if  it  is  lack  of  effort,  or  despite  the  ef- 
fort, that  they  are  not  meeting  with  success. 

The  question  of  Peru,  given  the  state  of  affairs  in  Peru,  and  the 
Fujimori  coup  and  events  since,  where  does  that  leave  you  on  the 
question  of  American  assistance  to  Peru? 

Dr.  McClintock.  I  believe  we  should  provide  humanitarian  as- 
sistance. I  believe  that  has  been  very  important,  but  I  also  believe 
that  at  this  time,  in  the  wake  of  the  decision  about  the  La  Cantuta 
human  rights  violations,  that  it  would  be  dangerous  for  the  United 
States  to  suddenly  say,  OK,  we  will  provide  or  reengage  the  bal- 
ance-of-payments  support. 

I  certainly  think  military  aid  would  be  a  bad  signal.  I  think  the 
time  for  aid  was  before  the  autogolpe. 

Perhaps  in  both  my  comments  as  well  as  in  the  statement,  it 
comes  through  the  extent  to  which  this  term  "autogolpe"  and 
"Fujimorization"  have  become  part  of  the  language  within  the  re- 
gion. I  think  especially  given  the  actions  of  the  United  States  over 
the  last  year,  we  have  to  be  very,  very  careful  about  not  sending 
wrong  signals  to  other  leaders  who  might  be  tempted  to  stage  an 
autogolpe. 

Mr.  TORRICELLI.  What  does  that  mean,  you  would  not  restore 
American  aid? 

Dr.  McClintock.  I  would  maintain  the  PL-480  food  programs. 
They  are  very  important.  And  I  don't  think  we  should 

Mr.  TORRICELLI.  To  otherwise  support  the  government,  balance  of 
payments,  et  cetera,  you  would  not  provide  assistance? 

Dr.  McClintock.  That  is  correct.  I  think  in 

Mr.  TORRICELLI.  Do  you  argue  that  even  in  an  imperfect  world, 
that  the  state  of  democracy  and  human  rights  in  Peru  is  better 
today  than  it  was  several  years  ago? 

Dr.  McClintock.  I  think  the  situation  in  Peru  has  certainly  im- 
proved since  April  1992  when  the  autogolpe  was  staged,  and  it  was 
due  in  good  part  to  the  fact  that  Fujimori  held  elections  and  he  did 
work  and  discuss  with  American  authorities  about  improving  the 
situation. 

However,  I  think  we  were  almost  prepared  to  resume  balance-of- 
payments  support  to  Peru;  but,  just  in  the  last  couple  of  weeks, 
Fujimori  railroaded  a  bill  through  the  legislature  that  put  the  La 
Cantuta  decision  in  the  hands  of  the  military  court. 

This  was  going  against  the  constitutional  provisions  about  how 
the  Supreme  Court  was  to  decide  military  versus  civilian  jurisdic- 
tion of  cases.  This  has  been  a  very  salient  case  in  Peru,  and  so  for 
the  United  States  at  this  time  to  say,  oh,  it  doesn't  matter,  I  think 
that 

Mr.  TORRICELLI.  I  don't  agree  with  the  judgment  made.  I 
wouldn't  have  voted  for  it  if  I  was  in  the  Peruvian  legislature.  But 
"railroaded" — it  was  not  done  contrary  to  the  laws  of  Peru. 
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Dr.  McClintock.  The  specific  law  referred  to  is  in  the  way  in 
which  the  number  of  people  on  the  Supreme  Court  needed  to  vote 
for  the  decision. 

Mr.  TORRICELLI.  I  understand,  but  nevertheless,  it  was  done 
within  the  law.  Neither  of  us  like  the  results,  and  you  may  not 
have — if  you  were  a  citizen  of  Peru,  perhaps  you  would  not  vote  for 
Mr.  Fujimori  based  on  this. 

Dr.  McClintock.  Right. 

Mr.  TORRICELLI.  But  it  is  a  sovereign  nation,  with  a  legal  proc- 
ess, and  they  exercised  that  legal  process. 

I  will  yield  in  a  moment,  but  part  of  my 

Dr.  McClintock.  Yes. 

Mr.  TORRICELLI.  But  part  of  my  concern  is  I  cannot  imagine  a 
more  desperate  set  of  circumstances  than  that  which  faced  Peru  in 
the  last  several  years,  a  more  unfortunate  situation.  Given  bad 
choices,  it  appears  while  Mr.  Fujimori's  strategies  may  be  unortho- 
dox and  even  repugnant,  there  is  no  argument  with  the  results. 
The  government  is  less  corrupt.  There  are  fewer  human  rights 
abuses.  There  are  more  prosecutions.  And  it  is  functioning  better — 
in  an  admittedly  highly  imperfect  world — than  it  was  several  years 
ago. 

Dr.  McClintock.  Yes. 

Mr.  TORRICELLI.  Given  that,  it  is  hard  to  understand  why  we 
would  not  resume  assistance.  You  have  cited  a  reason  why,  which 
is  the  legislative  changes.  But  we  can't  both  preach  democracy  to 
Latin  America  and  then  withhold  assistance  when  they  exercise 
their  rights,  just  because  we  don't  like  how  they  are  doing  it. 

It  was  an  aggressive  legislative  move.  It  is  not  the  most  aggres- 
sive legislative  move  I  have  seen.  I  have  seen  them  more  aggres- 
sive in  this  town  by  Presidents  of  the  other  party,  but  we  don't  call 
it  "suspension  of  democracy." 

Dr.  McClintock.  I  think  this  is  part  of  a  pattern,  however,  that 
Fujimori  began  with  the  autogolpe;  he  decides  things  are  not  going 
his  way,  he  changes  or  gets  the  rules  of  the  game  changed.  I  think 
if  it  were  just  one  action  without  a  pattern,  it  would  be  less  prob- 
lematical. 

The  other  problem  refers  to  what  Peter  and  Lisa  referred  to  ear- 
lier, the  fear  in  Peru  is  that  the  military  came  down  very  hard  on 
Fujimori  on  this  decision,  so  if  we  decided  to  approve  larger  scales 
of  aid,  now  we  are  saying,  OK,  we  accept,  given  the  fact  we  know 
the  military  word  this  is — I  don't  disagree  with  you  that  the  situa- 
tion in  Peru  is  better,  but  I  think  the  signals  are  very  important, 
as  I  have  said.  Venezuela,  Brazil,  not  to  mention  Boris  Yeltsin  is- 

Mr.  TORRICELLI.  Yes,  I  understand,  but  let  me  come  back  to  say 
should  we  at  this  point  be  also  evaluating  our  foreign  assistance 
program  and  measuring  it  against  whether  or  not  it  is  reaching 
and  assisting  indigenous  people,  separate  from  each  of  the  societies 
as  monoliths.  In  the  Chiapas  case,  for  example,  and  in  my  visits 
to  Brazil,  whatever  we  are  doing  in  different  societies,  some  of  it 
clearly  is  not  reaching  important  strata  in  those  societies. 

Should  this  be  a  test  we  apply  to  USAID  as  well? 

Dr.  McClintock.  Yes. 
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Mr.  Hakim.  Let  me  say,  first  of  all,  I  think  the  question  is  trying 
to  encourage  Latin  American  governments  to  pay  attention — 
USAID  is  a  very  small  part  of  the  overall  amounts  of  economic 
flows  going  to  Latin  America,  certainly  a  small  amount  of  the  re- 
sources available  to  Latin  American  governments.  What  we  want 
to  do  is  encourage  governments  to  worry  about  these  issues,  from 
human  rights  issues,  to  distributive  issues,  to  questions  of  indige- 
nous rights,  to  questions  of  indigenous  development. 

The  question  is  how  we  can  encourage  governments  to  do  it,  not 
how  we  can  find  ways  to  do  it. 

Mr.  TORRICELLI.  We  understand  that,  but  what  is  different  about 
that  small  U.S.  part  is  that  we  have  jurisdiction  over  it,  but  we 
can't  vote  on  the  other  part  of  it.  That  tends  to  be  our  focus. 

Mr.  Hakim.  That  is  right. 

Mr.  TORRICELLI.  Naturally,  we  want  to  encourage  them  to  do 
those  things,  but  there  are  only  a  few  dollars  we  can  control. 

Mr.  Hakim.  But  they  provide  some  leverage. 

But  to  take  an  example,  Peru,  for  example,  if  you  talk  to  people 
who  work  on  human  rights  issues,  the  fact  of  the  United  States  not 
necessarily  withholding  aid  but  withholding  aid  within  the  context 
of  communications  with  the  Peruvian  Government,  was  a  major 
factor  in  improving  the  human  rights  situation.  There  is  no  ques- 
tion that  if  you  look  at  when  the  United  States  said  it  did,  there 
were  improvements. 

Mr.  TORRICELLI.  I  am  not  arguing  that.  I  think  we  acted  posi- 
tively. It  is  just  at  some  point  you  can  push  a  point  too  far.  Al- 
though, we  all  reacted  instinctively  to  what  Mr.  Fujimori  initially 
did,  it  was  always  my  belief,  from  the  distant  perspective  of  Wash- 
ington, D.C.,  we  did  so  with  too  little  appreciation  of  the  cir- 
cumstances in  Peru  and  the  near  catastrophic  collapse  of  security 
in  the  country. 

Those  are  things  we  would  like  never  have  to  see  done  in  our 
country.  But  the  fact  is  the  justice  system  was  not  functioning,  the 
country  was  in  chaos. 

I  will  recognize  Mr.  Smith. 

Mr.  Smith.  Thank  you,  Mr.  Chairman. 

Thank  you  for  your  testimony,  which  helps  the  subcommittee  as 
we  look  at  what  level  of  aid  and  what  policies  ought  to  be  enacted. 

Ms.  Haugaard,  on  page  6,  of  your  statement,  you  say  that  it  is 
essential  that  a  country  meet  internationally  recognized  human 
rights  standards  prior  to  receiving  security  assistance  or  police  aid. 

In  your  view,  would  a  government  like  the  government  of  Nica- 
ragua have  qualified  last  year  for  an  IMeT  program  or  police  train- 
ing or  security  assistance,  based  on  their  human  rights  record? 

Ms.  Haugaard.  Speaking  personally,  I  don't  know  that  I  speak 
for  every  member  of  the  coalition  on  some  of  the  specifics,  I  don't 
think  that  Nicaragua  should  be  getting  police  aid  or  security  assist- 
ance. I  think  that  economic  support  and  development  assistance  is 
another  question,  but  I  don't  think  they  should  be  receiving  the  po- 
lice or  military  assistance. 

Mr.  Smith.  Do  you  believe  an  exception  should  be  made  when  it 
comes  to  the  drug  war?  For  example,  the  Andean  countries  use 
their  military  in  the  effort  to  interdict  illegal  narcotics.  How  would 
that  play  out  in  terms  of  your  recommendation? 
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Ms.  Haugaard.  I  am  going  to  stay  neutral  on  that  question  and 
maybe  Cynthia  has  more  to  say  on  the  drug  question. 

Dr.  McClintock.  No,  I  personally  feel  that  drugs  is  a  big  prob- 
lem and  it  is  a  problem  where  we  should  dedicate  most  of  our  re- 
sources here  at  home.  I  think  that — I  have  a  quote  from  the  Chair- 
man in  the  testimony,  and  I  share  the  views  as  he  expressed  them 
in  1992.  I  just  don't  see  a  way  in  which  we  can  militarily  stop  drug 
activity  simply  in  the  region. 

The  problem,  to  a  certain  extent,  is  geographic.  I  don't  think  it 
has  been  emphasized  enough  the  way  coca  grows  relatively  easy  on 
so  much  of  the  eastern  Andean  slopes.  As  soon  as  we  establish  a 
base  in  one  place,  they  are  ahead  of  us,  they  go  off  to  another 
place. 

We  are  playing  this  cat-and-mouse  game  and  never  catch  up.  The 
whole  problem  is  we  are  sending  the  wrong  signals  to  militaries, 
if  their  involvement  is  escalated.  I  don't  think  that  is  a  big  problem 
today  but  it  is  a  potential  problem.  Mostly,  I  don't  see  this  as  a 
winnable  effort  and  that  at  least  there  is  a  great  deal  of  hypocrisy 
on  all  sides,  as  I  experienced  in  Peru. 

The  Peruvian  people  don't  believe  in  it,  neither  the  military  or 
the  civilian,  and  it  leads  to  cynicism.  They  also  believe  that  if  we 
cared  that  much  about  it,  we  would  spend  a  lot  more  to  deal  with 
it.  They  think  we  are  just  spending  nickels  and  dimes.  So  they  say 
we  don't  care  about  it.  There  is  hypocrisy  and  there  is  hypocrisy, 
and  it  is  just  not  a  successful  effort. 

Mr.  Smith.  If  we  indeed  scaled  back  U.S.  interdiction  efforts, 
which  apparently  will  be  reflected  in  the  numbers  from  the  admin- 
istration which  may  be  a  cut  on  the  order  of  $200  million,  what 
kind  of  signal  does  that  send  to  the  drug  lords  in  Central  and 
South  America?  Obviously,  incentives  make  the  world  go  round.  We 
can't  interdict  everything,  but  if  we  make  it  more  difficult,  some 
may  be  thwarted,  not  to  mention  that  which  you  stop. 

Could  we  be  sending  the  wrong  signal  right  now? 

Dr.  McClintock.  My  understanding  is  some  signals  could  be 
sent  to  the  drug  lords  if  we  worked  really  hard  on  bank  accounts 
in  different  parts  of  the  region,  target  that.  I  think  we  could  work 
more  on  our  borders,  the  patrols  at  Miami,  Customs  there  could 
work  with  greater  chances  of  success  than  the  efforts  within  the  re- 
gion where  you  are  dealing  with  the  corruption  factor,  because  peo- 
ple are  so  much  poorer,  corruption  is  much  more  tempting. 

We  would  be  working  with  Americans  at  our  borders,  which  I 
think  at  least  is  somewhat  easier  and  sends  signals  that  way.  And 
also  again  trying  to  work  carefully  on  any  money  laundering  that 
might  be  going  on  here,  or  to  the  extent  we  can  get  Latin  American 
governments  to  engage  in  legally  tracking  money  laundering. 

Mr.  Smith.  Representatives  Charlie  Rangel  and  Ben  Oilman, 
leaders  of  the  former  Select  Committee  on  Narcotics,  wrote  an  op- 
ed in  the  newspaper.  It  seems  their  concern  tracks  with  basic  com- 
mon sense,  since  incentives  are  important.  I  understand  that  you 
may  not  get  the  best  results,  if  you  provide  disincentives.  And,  I 
agree  that  more  help  should  be  provided  to  help  people  stay  away 
from  or  get  off  drugs. 
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If  you  make  drugs — particularly  crack  and  cocaine — more  dif- 
ficult to  get,  it  is  more  likely  more  people  will  be  in  need  of  that 
service. 

Mr.  Hakim.  Let  me  make  a  point. 

I  think  it  is  important  to  distinguish  between  fighting  drugs  to 
solve  the  U.S.  drug  problem,  and  what  we  do  to  help  Colombia 
fight  cartels  that  threaten  its  national  identity  and  security,  or  to 
help  Bolivia  fight  its  problems  with  corruption  in  large  parts  of  the 
country  that  are  under  drug  barons — those  are  two  separate  issues. 

I  think  the  evidence,  Mr.  Smith,  fi-om  all  I  have  read,  including 
evidence  produced  by  U.S.  Government  agencies,  is  that  whatever 
we  do  overseas,  does  not  do  much  to  stem  the  flow  or  raise  the 
price  or  reduce  the  amount  of  drugs  coming  into  this  country. 

That  doesn't  mean  we  shouldn't  be  helping,  like  I  said,  the  Co- 
lombians deal  with  the  Medellin  Cartel,  because  it  is  undermining 
their  society,  undermining  their  democracy.  That  may  be  a  real  po- 
lice problem  in  Colombia.  It  may  be  a  totally  different  problem  in 
Bolivia. 

What  bothers  me  is  we  are  trying  to  fund  a  program  in  Bolivia 
and  in  Colombia  and  in  Peru  to  deal  with  our  problem,  and  that 
doesn't  work.  The  evidence  is  clear,  if  we  did  try  and  develop  a  pro- 
gram that  dealt  with  the  problem  faced  by  Colombia,  that  would 
be — and  I  think  that  would  send  the  strongest  message  to  the  drug 
lords,  that  we  understand  where  the  problem  is  and  what  has  to 
be  done  about  it. 

Mr.  Smith.  Certainly,  there  are  many  overlapping  features 
and 

Mr.  Hakem.  They  may  be  overlapping  but  it  is  sort  of  which  door 
you  come  through  that  I  think  is  very  important  here. 

Mr.  Smith.  Is  it  possible  that  the  war  on  drugs  is  yet  to  be  waged 
seriously  on  our  part? 

Mr.  Hakim.  One  could  argue  that  in  our  cities. 

Mr.  Smith.  I  represent  the  city  of  Trenton,  which  has  a  major 
crack  problem.  I  have  seen  kids  that  are  poisoned,  and  I  go  to  hos- 
pitals and 

Mr.  Hakim.  There  is  no  study  that  I  have  seen,  no  expert  that 
I  have  seen  that  has  said  that  by  increasing  our  efforts — I  am  talk- 
ing within  reasonable  limits,  I  mean — increasing  our  efforts  in  the 
Andean  countries,  that  somehow  the  price  of  cocaine  would  rise 
sufficiently  in  Washington,  D.C.  to  reduce  its  usage. 

I  have  just  never  seen  anybody  come  to  that  conclusion  that 
studied  the  problem. 

Mr.  Smith.  If  that  is  true,  one  could  argue  that  interdiction  and 
the  effort  to  seal  the  borders  as  much  as  possible,  are  so  important. 

Mr.  Hakim.  But  there  are — all  I  am  saying  is  I  think  there  is  a 
good  reason  to  help  countries  fight  their  drug  problem.  But  to  help 
fight  "their"  drug  problem,  the  evidence  points  in  that  direction, 
rather  than  fighting  "ours."  We  have  to  find  a  new  strategy.  We  are 
not  finding  it  in  Peru. 

Mr.  Smith.  Thank  you. 

On  page  4,  you  suggest  that  South  American  Republics  are  in- 
creasingly disillusioned  about  democracy,  and  you  are  submitting 
sobering  empirical  data,  polling  which  indicates  that  only  a  third 
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of  the  people  believe  in  their  Congresses.  Are  the  seeds  being  sown 
that  could  pave  the  way  for  a  dictator  to  emerge? 

We  all  thought,  perhaps,  naively,  that  the  1990's  would  be  the 
"Decade  of  Democracy,"  but  it  is  not  necessarily  the  case,  as  events 
show  in  Eastern  Europe,  Bosnia  and  other  places. 

How  much  forbearance  do  the  people  have?  Are  you  concerned 
about  the  big  picture,  or  are  there  specific  countries  which  you 
wish  to  highlight? 

Dr.  McuLlNTOCK.  I  am  concerned,  and  like  you,  I  think  in  1989, 
1990,  we  were  just  very,  very  optimistic  and  perhaps  in  hindsight 
a  little  unrealistically  optimistic.  Haiti,  of  course,  at  the  beginning 
we  thought  this  could  be  resolved.  The  Bush  administration  in  the 
first  couple  months  was  adamant  that  Aristide  would  return.  Now 
both  the  Clinton  administration  as  well  as  the  Bush  administration 
have  not  succeeded  there. 

One  can  say  Haiti  is  in  the  Caribbean,  and  it  is  a  more  difficult 
situation.  But  in  Peru,  I  think  the  situation  is  somewhat  better,  we 
have  sent  many  good  signals  to  Fujimori  but  we  are  far  from  out 
of  the  woods. 

One  of  the  points  I  tried  to  make  in  the  testimony  is  the  need 
for  election  observation,  not  just  in  the  Central  American  countries 
where  it  is  become  almost  de  rigueur  these  days,  but  in  South 
American,  the  OAS  tries,  but  I  don't  think  they  do  a  perfect  job. 
I  think  many  of  the  governments  need  to  have  the  kind  of  attention 
to  the  electoral  process  as  was  given  in  Nicaragua  in  1990. 

Venezuela,  as  I  mentioned,  the  last  2  years  nave  been  have  been 
rockier  than  in  the  rest  of  their  history.  There  are  doubts  about  the 
judicial  situation,  the  possibility  of  reelection  there  for  the  Presi- 
dent. 

Brazil  is  in  very,  very  tough  shape.  So  I  think  we  are  seeing  in 
the  wake — Peter  said  economic  growth  solves  these  problems,  but 
I  think  he  would  agree  that  it  takes  a  long  time,  and  even  coun- 
tries like  Mexico  that  are  better  off,  that  didn't  solve  problems  of 
political  exclusion  in  Mexico. 

I  think  our  sending  positive  signals  to  court  election  observation 
groups,  reform  of  the  judiciary,  probably  some  of  you  have  been  in 
Congresses  in  most  of  the  Latin  American  countries,  and  you  know 
there  are  almost  no  resources.  You  wouldn't  imagine  how  anybody 
could  get  anything  done.  There  is  nothing,  compared  to  the  more 
developed  countries. 

There  all  kinds  of  things  that  people  could  use  that  would  send 
signals  about  how  they  would  get  the  work  done  that  I  think  could 
be  very  positive. 

Mr.  Smith.  Thank  you. 

Thank  you  for  your  testimony. 

In  conclusion,  I  agree  with  your  comment  on  page  14,  with  re- 
gard to  humanitarian  assistance  in  PL-480  food  assistance.  I  think 
it  is  very,  very  unfortunate  that  the  administration's  budget  has 
'low-balled"  that  food  assistance  which  is  so  much  needed,  not  just 
in  Central  and  South  America  but  around  the  world.  I  would  hope 
for  bipartisan  support  in  Congress  for  substantial  increase  in  that 
amount. 

Thank  you  very  much, 

Mr.  Hakim,  did  you  have  a  comment? 
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Mr.  Hakim.  Well,  my  own  disappointment  with  democracy  is  less 
so  much  that  there  will  be  setbacks  in  some  places,  that  was  to  be 
expected,  always.  In  other  words,  one  cannot  expect  that  15  to  18 
countries  will  emerge  over  a  very  short  period  of  time  and  move  to- 
ward sort  of  democratically  elected  governments  and  that  there  will 
not  be  setbacks. 

What  is  surprising  to  me,  given  the  economic  problems  and  eco- 
nomic reversals  of  the  1980's,  is  that  we  have  not  had  more  prob- 
lems, the  fact  there  hasn't  been  more  military  action. 

The  real  disappointment  for  many  of  us  is  the  fact  that  democ- 
racy doesn't  seem  to  be  deepening  in  Latin  America.  In  other 
words,  that  as  time  passed,  we  hoped  the  institutions  would  get 
stronger,  the  legislatures  would  be  operating  more  independently, 
and  more  effectively,  that  judicial  systems  would  be  working.  The 
fact  is  we  are  not  seeing  that  deepening.  That  is  what  I  think  is 
frustrating.  We  are  still  seeing  that  democracy  is  still  not  leading 
to  elections,  and  only  in  a  few  countries,  largely  countries  that 
have  a  long  history  of  democracy  like  Chile,  Uruguay  and  Costa 
Rica,  do  we  see  the  institutions  working  very,  very  well. 

So  I  have  less  concern  that  we  will  go  back  to  sporadic  military 
rule  or  military  rule  for  long  periods — although  it  is  possible  in 
some  countries — than  simply  how  do  we  begin  to  sort  of  deepen  the 
process.  I  certainly  don't  think  economic  growth  is  the  answer,  but 
I  think  it  is  certainly  one  of  those  absolutely  necessary  elements  of 
that,  that  the  government  can  function  and  provide  increasing  so- 
cial benefits,  tax  the  well-off  and  redistribute  resources  and  build 
social  programs,  and  that  is  at  the  core  of  the — an  adjunct  to  demo- 
cratic development. 

I  think  it  is  easy  in  some  ways,  and  sounds  less  expensive  for  the 
United  States  to  jump  into  promoting  democracy,  but  the  fact  is, 
promoting  democracy  also  means  sort  of  helping  to  build  sound 
economies  that  can  really  sort  of  underpin  the  democratic  proc- 
esses. It  is  not  surprising  that  the  best-functioning  democracies  in 
the  world  are  those  that  have  higher  incomes. 

Mr.  Smith.  Thank  you  very  much. 

Mr.  Menendez  [presiding].  Thank  you,  Mr.  Smith. 

Unfortunately,  I  came  in  late,  but  I  read  all  the  testimony,  and. 
Dr.  McClintock,  I  will  quote  from  you  liberally  and  buttress  some 
of  the  arguments  that  we  have. 

And  there  are  also  some  of  the  points  that,  Mr.  Hakim,  you 
raised  and  Ms.  Haugaard  raised,  that  I  will  use  as  well.  I  appre- 
ciate all  your  testimony. 

I  would  have  had  an  opening  statement  that  would  have  posed 
the  framework  for  my  questions,  so  unless  there  is  objection,  I  will 
ask  that  it  be  included  in  the  record  as  a  whole. 

[The  prepared  statement  of  Mr.  Menendez  appears  in  the  appen- 
dix.] 

Without  objection,  so  ordered. 

In  that  context,  we  have  had  the  Secretary  of  State  last  week  be- 
fore the  full  committee,  and  in  looking  at  the  budget  request,  and 
Latin  America  and  Caribbean,  it  seems  we  are  woefully  inad- 
equate. There  is  good  news  and  bad  news  in  this  new  way  we  fash- 
ioned this  budget.  The  good  news  is  we  are  trying  to  work  on  some 


21 

international  development  programs  based  on  commendable  objec- 
tives, rather  than  earmarks. 

The  bad  news  is  replete  throughout  the  document,  is  the  old  ear- 
marks, without  necessarily  identifying  them  as  such.  I  am  not  nec- 
essarily opposed  to  those  priorities,  but  what  I  think  that  we  have 
done  is  certainly  shortchanged  Latin  America. 

In  that  respect,  I  would  like  to  ask  all  of  you,  I  won't  recite  the 
numbers  because  I  think.  Dr.  McClintock,  in  her  written  testimony, 
talked  about  it.  And  all  of  you  alluded  to  the  reduction  from  $2  bil- 
lion in  the  late  1980's,  to  what  we  are — I  kept  hearing  it  reduce 
as  you  testified;  someone  says  $400  million,  then  $300  million,  I 
thought  it  was  $500  million  we  were  talking  about,  and  yet,  we 
look  at  450  million  inhabitants  who  live  45  percent  below  the  pov- 
erty level. 

So  my  question  is,  I  have  suggested  that  we  have  a  Latin  Amer- 
ica Development  Fund,  specifically  within  the  context  of  this  new 
bill.  When  I  raised  that  to  the  Secretary  last  week,  amid  the  over- 
all reductions  expected,  he  made  the  following  statement  to  me;  he 
said  Latin  America  has  graduated  from  the  need  for  assistance. 

And  I  presume  that  what  he  meant  by  that  is  that  some  Latin 
American  countries  may  have  graduated  from  that  need.  But  we 
are  writing  to  him  to  find  out  which  countries  have  graduated  and 
which  have  not. 

But  my  question  to  you  is,  do  you  believe  there  are  countries  that 
have  graduated  in  Latin  America,  and  if  so,  which  ones,  meaning 
they  don't  need  any  foreign  assistance  from  the  United  States,  and 
from  the  Caribbean,  for  that  matter?  As  well  as  what  you  think 
about  a  Latin  America  Development  Fund? 

Mr.  Atwood  suggested  that  he  doesn't  like  that  idea  similar  to 
the  Africa  Development  Fund,  because  it  sets  a  ceiling.  But  I  am 
concerned  that  the  floor  is  being  taken  out  from  underneath  us  at 
a  time  of  hemispheric  integration  in  the  post-NAFTA  era,  and 
those  who  hung  their  hat  on  the  expectation  that  they  will  be  inte- 
grated into  NAFTA,  that  we  are  making  all  the  wrong  decisions 
monetarily  in  our  program. 

So  anyone  may  respond  as  you  wish. 

Ms.  Haugaard.  We  would  like  to  speak  about  that  from  the 
standpoint  of  our  coalition. 

I  am  delighted  to  hear  you  have  concerns  about  this,  and  raising 
the  idea  of  an  Latin  America  Development  Fund.  As  we  look 
through  the  reform  bill  and  the  numbers,  we  are  very  concerned 
about  the  way  Latin  America  is  lefl  out. 

It  sends  a  strong  signal  to  the  region  when  you  leave  out  both 
in  rhetoric  and  in  funds,  the  entire  region. 

In  the  case  of  Central  America,  there  are  not  many  countries 
that  will  have  graduated  from  the  need  to  receive  U.S.  assistance. 
That  list  might  include  Costa  Rica,  but  not  the  rest  of  the  Central 
American  countries. 

Looking  iust  at  Central  America,  what  we  are  seeing  is  it  is  not 
just  that  tnere  is  a  decline  in  aid,  which  we  have  to  accept  that 
there  will  be  a  decline  in  aid,  but  that  the  decline  has  been  so 
rapid,  from  one  year  to  the  next,  El  Salvador  and  Nicaragua,  which 
are  both  postwar  societies,  dropped  some  50  to  60  percent.  That  is 
just  not  an  acceptable  drop.  It  makes  no  sense.  It  is  as  if  one  year 
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they  are  in  fashion,  in  the  pohtical  fashion,  and  all  this  money  is 
poured  into  them,  and  the  next  year,  goodbye.  We  are  very  con- 
cerned about  this. 

We  have  been  talking  about  the  idea  of  a  Latin  America  Develop- 
ment Fund,  and  at  a  minimum,  there  should  be  language  in  the 
bill  that  specifically  refers  to  Latin  America  and  the  Caribbean. 

Mr.  Menendez.  Yes. 

Mr.  Hakem.  Let  me  first  say,  most  Latin  American  countries 
have  graduated  from  aid.  Why  do  countries  need  foreign  aid?  For- 
eign aid  makes  up  a  very  small  portion  of  their  overall  budgets. 
During  the  1980's,  we  were  providing  about  half  the  budget  of  El 
Salvador;  but  that  was  a  very  unusual  situation  where  we  were  es- 
sentially supporting  a  country  in  a  war. 

But  most  of  the  cases,  the  resources  available  to  countries,  why 
they  need  foreign  aid  is  basically  access  to  foreign  exchange,  ability 
to  import  goods  that  they  could  not  otherwise  import. 

The  fact  is  that  countries,  whether  it  is  Brazil,  which  is  having 
its  difficulties  certainly,  Argentina,  Chile,  Mexico,  there  is  a  large 
flow  of  capital  going  into  those  countries.  There  are  large  flows  of 
capital,  particularly  from  private  sources,  from  trade,  from  the 
World  Bank,  from  the  IMF,  from  the  Inter- American  Development 
Bank,  they  he  simply  don't  need  U.S.  aid  flows  to  satisfy  their  for- 
eign exchange  needs. 

It  seems  to  me,  the  strongest  case  is  made  in  some  of  the  poorer 
countries  of  the  region  that  want  to  develop  their  capacity  to  at- 
tract foreign  flows,  that  want  to  increase  their  capacity  to  trade, 
and  the  best  case  is  precisely  Central  America,  where  in  fact  they 
have  become,  unfortunately,  somewhat  dependent  on  U.S.  flows. 
The  precipitous  drop  didn't  leave  much  time  for  transition.  But  in 
a  real  sense,  I  think  that,  by  and  large,  the  countries  in  Latin 
America,  compared  to  the  countries,  say,  in  Southern  Africa,  in 
most  of  Africa,  are  far  better  off.  That  doesn't  mean  there  are  not 
lots  of  poor  people  and  lots  of  poor  countries. 

Mr.  Menendez.  I  was  going  to  ask  you  that  if  45  percent  of  the 
population  is  below  the  poverty  level,  access  to  capital  does  not  en- 
sure for  those  individuals — let  me  finish 

Mr.  Hakim.  Sorry. 

Mr.  Menendez  [continuing],  does  not  ensure  those  individuals 
the  certainty  to  move  above  the  poverty  level.  It  does  not  ensure 
democratization. 

As  a  matter  of  fact,  what  did  your  organization  do  with  the  grant 
that  you  received  from  AID?  What  was  its  purpose? 

Mr.  Hakim.  The  purpose  is  to  promote  educational  reform  in 
Latin  America. 

Mr.  Menendez.  Access  to  capital  doesn't  necessarily  do  that. 

Mr.  Hakim.  No,  but  it  certainly  helps  if  you  want  to  build  schools 
and  pay  teachers. 

Mr.  Menendez.  Yes.  But  the 

Mr.  Hakim.  My  point,  Mr.  Menendez- 


Mr.  Menendez.  My  point  is  that  maybe  one  listening  to  your 
comments  might  believe  we,  in  essence,  have  done  our  job  in  Latin 
America  as  a  neighbor,  and  I  would  venture  to  say,  and  I  will  real- 
ly disagree  with  you 
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Mr.  Hakim.  Let  me  be  very  precise.  Take  the  rosiest  possible  sce- 
nario of  aid  flows  to  Latin  America.  Thev  are  still  going  to  fall  so 
far  short  of  the  larger  flows,  private  and  international  flows,  that 
I  don't  think  that  we  have  ended  our  responsibilities  in  Latin 
America,  by  any  means. 

The  way  we  can  best  solve  them,  it  seems  to  me,  is  first  of  all, 
making  sure  the  IDB  gets  sufficient  replenishment  of  funding,  and 
particularly  the  soft  money  window  of  the  IDB  is  adequately  taken 
care  of,  which  deals  with  the  poorest  countries.  That  we  provide 
money  to  the  World  Bank  and  to  the  soft  money  window  of  the 
World  Bank.  And  that  we  maintain  sort  of  a  program  of  aid  di- 
rected to  some  of  the  poorest  countries  in  the  hemisphere. 

Now,  some  of  the  poorest  countries  being  some  of  the  countries 
in  Central  America,  particularly  those  countries  that  are  coming 
out  of  a  war  where  peace  is  still  a  question,  Nicaragua,  El  Sal- 
vador, et  cetera.  With  the  amounts  of  money  we  have  available,  we 
can't  have  a  Latin  American  program.  We  ought  to  have  a  program 
directed  to  a  small  number  of  countries. 

I  have  laid  out  a  few  criteria  I  think  we  ought  to  adopt.  I  think 
there  is  clearly  a  reason  for  the  United  States  to  expand  some  and 
to  put  greater  funds  than  it  now  does  in  Latin  America.  You  asked 
the  question  are  there  countries  that  have  graduated?  I  would  say 
most  of  the  countries  have  graduated,  but  they  want  what  the 
United  States'  wants,  which  is  access  to  our  markets.  They  are 
willing  to  give  us  access  to  theirs. 

If  you  ask  most  Latin-Americans  what  they  want  from  the  Unit- 
ed States,  it  is  no  longer  aid.  That  does  not  mean  that  our  aid  pro- 
gram doesn't  have  a  role  in  the  small,  poorer  countries  of  places  in 
Central  America. 

Mr.  Menendez.  And  there  are  many  countries,  like  Peru,  that 
are  attempting  to  go  to  privatization  that  are  going  through  great 
difficulties  in  attempting  to  implement  things  we  want  done,  such 
as  market  competition. 

Mr.  Hakim.  The  best  we  did  with  Peru  is  join  with  Japan  and 
several  other  countries  to  organize  a  support  group  that  allowed 
them  to  return  to  the  international  financial  community.  The  best 
we  can  do  is  help  them  now  move  toward  debt  reduction  and  get- 
ting their  relations  with  the  private  commercial  banks  in  order. 

In  other  words,  to  put  them  back 

Mr.  Menendez.  And  the  best  we  can  do  for  the  people  in  Chiapas 
is  nothing? 

Mr.  Hakim.  That  is  a  real  consideration  and  I  would  be  happy 
to  expand  on  that  if  you  want  to  hear  it. 

Mr.  Menendez.  Oh,  yes. 

Dr.  McClintock.  First  I  wanted  to  respond  to  your  question.  I 
would  strongly  support  the  development  of  a  Latin  America  Devel- 
opment Fund. 

There  are  some  countries  that  have  graduated,  I  would  say  the 
South  American  countries,  Uruguay,  Chile,  Argentina,  the  south- 
ern countries,  have  small  indigenous  populations,  less  problems  of 
inequality. 

Chile  has  done  a  very  good  job  of  social  emergency  programs  in 
particular  to  help  the  poor  through  structural  adjustments.  So 
those  countries,  and  again,  perhaps,  Costa. Rica.  The  Andean  coun- 
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tries  have  severe  problems  of  inequality,  very  severe  problems  of 
government  bureaucracies  not  handling  the  question  you  raised 
with  Peter,  educational  questions,  environmental  questions,  all  of 
these  issues. 

But  as  you  said,  they  don't  respond  very  well  to  just  influxes  of 
capital.  I  think  there  is  a  lot  of  room  for  what  we  could  do. 

Just  a  comment  on  NAFTA,  I  think  we  have  to  remember  with 
many  of  the  countries  in  the  region,  that  there  was  the  expectation 
2  or  3  years  ago  that  NAFTA  was  going  to  embrace  the  region  as 
a  whole. 

So  there  is  going  to  be,  with  the  exception  of  Chile,  perhaps,  dis- 
appointment that  perhaps  this  is  never  going  to  happen,  or  at  least 
it  is  very  slow.  So  we  have  to  remember  when  we  are  thinking  of 
aid  programs,  that  we  are  dealing  with  leaders  who  are  somewhat 
disappointed,  where  the  trade  has  not  materialized,  open  trade  has 
not  materialized  at  least  as  rapidly  as  they  thought  it  was  going 
to. 

Mr.  Menendez.  Just  a  last  round  of  questions. 

In  your  view,  what  is  the  most  effective  program  funded  by  AID, 
what  is  the  least  effective — within  the  region — what  is  the  least  ef- 
fective program  funded  by  AID? 

In  Ms.  Haugaard's  case,  I  think  I  have  the  answer,  but  I  would 
be  happy  to  hear  it  all. 

And  as  we  move  in  this  reform  of  AID,  should  we  develop  greater 
amounts  of  assistance  to  NGrO's  or  should  we  still  balance  it  with 
central  governments?  Separate  question. 

Ms.  Haugaard.  I  would  like  to  know  what  you  thought  I  was 
going  to  say  there? 

Mr.  Menendez.  After  you  tell  me. 

Ms.  Haugaard.  All  right. 

I  actually  want  very  much  to  focus — I  will  try  to  answer  your 
question,  but  I  want  to  focus  on  the  future  and  not  the  past  with 
AID.  I  tnink  there  is  serious  rethinking  going  on  in  the  agency, 
very  good  people  who  have,  who  are  working  there  and  trying  to 
really  take  a  new  approach.  So  I  don't  want  to  dwell  on  the  worst 
things. 

Mr.  Menendez.  There  are  lessons  there,  that  is  why  I  asked.  If 
we  know  what  the  worst  is  and  we  know  what  the  best  is,  we  can 
seek  to  emulate  that  which  is  best  and  seek  to  eliminate  that 
which  is  worst  and  create  that  in  everything  that  is  new. 

Ms.  Haugaard.  I  want  to  talk  about  an  approach  rather  than  a 
program.  It  is  worse  in  Central  America  with  regard  to  AID,  than 
other  parts  of  the  world.  So  we  are  talking  about  a  particular  prob- 
lem in  Central  America.  I  think  AID  in  the  past  decade  or  so,  has 
really  played  favorites  in  Central  America,  has  tried  to  favor  some 
sectors  over  others,  has  been  very  closely  tied  to,  through  no  fault 
of  its  own  necessarily,  but  to  a  whole  policy  of  war.  This  just  does 
not  go  very  well  with  development  aid. 

I  think  that  is  the  kind  of  an  approach  that  we  don't  want  to  see 
in  the  future. 

On  the  question  of  NGO's,  we  obviously  are  very  partial  to  NGO 
funding,  but  I  don't  think  that  is  at  the  exclusion  of  aid  to  govern- 
ments. There  still  are,  for  example,  again  in  the  case  of  Central 
America,  there  is  a  need  for  economic  support  funds.  That  will  not 
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go  through  NGO's.  There  is  a  need  to  buildup  capacities  in  min- 
istries, such  as  health  and  education,  without  making  them  bloat- 
ed, but  still  to  get  them  better  trained,  and  so  forth. 

So  we  would  see  an  important  role  for  governments,  continued 
funding  to  governments,  although,  we  would  like  to  see  the  NGO 
portion  increased. 

Mr.  Menendez.  Yes. 

Mr.  Hakim.  Let  me  give  you — I  have  a  somewhat  different  view. 

I  worked,  was  Vice  President  of  the  Inter-Ajnerican  Foundation, 
which  supports  NGO's  and  I  am  very  much  committed  to  that. 

I  wrote  a  book  on  NGO  funding  called — edited  a  book  called,  "Di- 
rect to  the  Poor." 

It  seems  to  me  that  as  Latin  America  has  become  more  demo- 
cratic, and  I  don't  mean  simply  elections,  but  as  democracy  be- 
comes more  rooted  in  governments,  and  governments  freely  rep- 
resent people,  I  think  there  is  more  and  more  reason  for  the  United 
States  to  deal  with  governments  on  a  more  equal  basis  and  not  cir- 
cumvent them  through  NGO's. 

Where  there  is  examples  of  the  lack  of  democracy,  which  happens 
in  many  countries  where  there  are  elected  leaders,  then  I  think 
that  NGO's  do  play  a  very,  very  valuable  role.  So  I  think  that  if 
democracy  really  takes  root,  I  think  there  will  be  less  reasons  to 
support  NGO's. 

The  question  is  that  in  most  places  that  democracy  has  not  yet 
taken  root,  so  I  think — we  have  to  balance  the  two.  As  democracy 
develops,  we  ought  to  be  working  with  democratic  governments. 
They  do  represent  the  people. 

In  response  to  your  best  and  worst  question.  I  had  a  ready  an- 
swer until  you  said  in  Latin  America,  what  the  best  program  was; 
the  one  that  they  negotiated  with  the  United  States,  of  course. 

But  in  Latin  America 

Mr.  Menendez.  I  am  sure  you  will  submit  that  part  of  the  record 
in  your  application. 

Mr.  Hakim.  The  best  set  of  programs  overseas  that  I  have  seen, 
frankly,  have  been  of  two  sorts;  one,  in  fact,  has  been  dealing  with 
NGO's  that  are  really  representative  of  communities;  sometimes 
the  case  is  with  working  with  human  rights  groups  at  other  times 
working  with  small  cooperatives.  The  other  is  training  Latin-Amer- 
icans in  U.S.  universities,  even  in  non-U.S.  universities,  but  train- 
ing them  and  allowing  them  to  go  back  to  their  countries  and  al- 
lowing them  to  occupy  senior  positions. 

That  has  been  a  tremendously  effective  way  for  the  United 
States  to  be  of  assistance  in  the  region. 

The  large  amount  of  people  training  abroad,  trained  in  the  Unit- 
ed States  from  Latin  America,  has  made  a  tremendous  contribution 
in  everything,  from  economic  policy,  economic  development,  to  agri- 
cultural policy,  to  environmental  development  and  all. 

I  think  that  if  the  United  States  has  any  comparative  advantage, 
it  is  the  quality  of  our  college  and  university  graduate  training. 
And  that  is  what  we  can  make  available  to  Latin  America  on  a  sus- 
tained basis  and  would  benefit  everybody. 

Dr.  McClentock.  It  is  really  surprising  in  many  Latin  American 
countries,  although,  the  salients  of  AID  has  been  to  encourage  even 
higher  levels  of  funding  of  the  1980's,  AID  was  not  as  salient  an 
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institution  as  you  might  think.  Very,  very  different  from  Latin 
America. 

I  have  spent  time  in  Central  America  as  well,  but  the  difference 
was  remarkable.  I  think  the  most  troubled  program  was  the  drug 
program,  which  we  talked  about,  where  they  gained  the  perception 
we  were  not  serious,  that  there  was  no  sense  of  objective,  that  the 
funding  was  useless. 

I  think  in  terms  of  the  most  effective  programs  of  the  ones  I  saw, 
I  would  agree  with  Peter,  I  think  communication,  support  for 
media,  democratic  issues,  population  initiatives,  some  of  those  were 
very  helpful.  I  think  a  democracy  program  per  se,  is  something  that 
was  really  not  born  yet,  something  that  was  from  partisan  concerns 
that  worked  with  NGO's  and  human  rights  groups. 

I  think  that  is  the  area  we  could  do  an  awful  lot  more.  And  it 
is  hard  to  say  whether  it  was  negative  or  positive,  but  at  least  in 
South  America,  there  was  so  little  of  it. 

Mr.  Menendez.  I  want  to  thank  you  all  for  staying  for  my  ex- 
tended period  of  time. 

The  committee  is  adjourned. 

Thank  you  very  much. 

[Whereupon,  at  3:30  p.m.,  the  subcommittee  was  adjourned.] 


ADMINISTRATION'S  VIEWS  ON  FISCAL  YEAR 
1995  ASSISTANCE  FOR  LATIN  AMERICA  AND 
THE  CARIBBEAN 


WEDNESDAY,  MARCH  9,  1994 

House  of  Representatives, 
Committee  on  Foreign  Affairs, 
Subcommittee  on  the  Western  Hemisphere, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  1:06  p.m.,  in  room 
2172,  Raybum  House  Office  Building,  Hon.  Robert  G.  Torricelli 
(chairman  of  the  subcommittee)  presiding. 

Mr.  Torricelli.  The  meeting  will  please  come  to  order.  Welcome 
to  the  second  meeting  of  the  Subcommittee  on  the  Western  Hemi- 
sphere on  the  Clinton  administration's  fiscal  year  1995  budget  re- 
quest for  Latin  America  and  the  Caribbean. 

Last  week,  we  discussed  with  Latin  American  experts,  some  of 
the  general  issues  associated  in  the  region,  such  as  the  effective- 
ness of  U.S.  assistance  programs,  and  the  impact  and  conditions 
the  United  States  has  placed  on  assistance. 

Today,  we  will  discuss  those  issues  and  ask  what  the  numbers 
mean  with  two  officials  from  the  Clinton  administration. 

Ambassador  Alexander  Watson  appears  frequently  before  our 
committee.  He  is  well-known  to  all  of  us.  He  is  the  Assistant  Sec- 
retary for  Inter-American  Affairs. 

Mark  Schneider  has  also  worked  closely  with  us.  He  is  the  Ad- 
ministrator for  Latin  America  and  the  Caribbean  for  USAID. 

Before  we  hear  from  our  witnesses,  it  is  important  that  they 
know  this  committee  is  extremely  concerned  about  the  cuts  in  fund- 
ing for  Latin  America  and  the  Caribbean  that  we  have  see^  in  re- 
cent years. 

For  fiscal  year  1990,  the  region  received  close  to  $2  billion  in 
U.S.  assistance.  In  this  fiscal  year,  the  total  received  is  $770  mil- 
lion. The  fiscal  year  1995  request  is  $838  million  and  that  is  an  im- 
provement, but  it  is  still  substantially  below  not  only  the  needs, 
but  the  traditional  funding  levels  for  the  region. 

Furthermore,  subtract  the  $100  million  increase  that  the  admin- 
istration requested  for  narcotics  and  crime  programs,  and  we  actu- 
ally have  a  decrease,  close  to  $30  million,  for  1995. 

We  look  forward  to  learning  how  the  administration  expects  to 
reconcile  those  cuts  with  the  very  real  needs  of  the  region.  Particu- 
larly, we  will  ask  you  what  is  the  impact  of  the  cuts  in  U.S.  assist- 
ance to  the  consolidation  of  peace  agreements  in  Central  America, 
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and  the  furtherance  of  free  market  economies  and  democracy  in  the 
region. 

In  addition,  as  we  noted  last  week,  this  the  first  year  that  the 
foreign  aid  budget  will  be  considered  in  a  post-cold  war  context,  the 
first  year  that  funding  will  be  allocated  according  to  a  new  set  of 
foreign  policy  objectives. 

It  raises,  therefore,  the  potential  of  reinforcing  our  skeptics,  who 
have  claimed  all  along  that  American  assistance  to  Latin  America 
was  the  result  of  our  political  ambitions  in  the  cold  war,  and  not 
a  genuine  desire  to  give  assistance  to  development  or  to  the  consoli- 
dation of  democracies. 

None  of  us  believes  that  that  is  true.  We  all  believed  to  the  con- 
trary for  years.  I  fear  that  these  declining  aid  numbers  may  give 
evidence  to  exactly  the  contrary  conclusion. 

We  look  forward  to  hearing  the  administration's  views  on  these 
issues  and  additional  details  on  the  fiscal  year  1995  budget  re- 
quest. 

Mr.  Menendez,  do  you  have  a  statement  that  you  wanted  to 
make? 

Mr.  MENE^fDEZ.  Yes,  thank  you,  Mr.  Chairman. 

I  appreciate  your  calling  a  hearing  on  this  important  matter  and 
I  want  to  associate  myself  with  your  comments. 

I  hope  to  begin  a  serious  dialogue  with  the  administration  in  re- 
gard to  our  concern  about  the  fiscal  year  1995  budget  request  for 
Latin  America  and  the  Caribbean. 

As  far  as  the  Western  Hemisphere  is  concerned,  I  believe  that 
the  request  is  inadequate  and  contrary  to  the  administration's  stat- 
ed policy  goals. 

Two  weeks  ago,  I  told  Secretary  Christopher,  when  he  appeared 
before  the  House  Foreign  Affairs  Committee,  that  there  was  good 
news  and  bad  news  about  this  budget  request. 

The  good  news  is  that,  through  the  Peace,  Prosperity  and  Democ- 
racy Act  of  1994,  we  are  basing  our  international  development  pro- 
grams on  commendable  objectives  rather  than  on  earmarks. 

The  bad  news  is  that  we  are  really  not  getting  away  from  ear- 
marks. Frequently  throughout  the  foreign  aid  reform  bill,  under 
the  new  objectives  are  the  old  earmarked  priorities. 

I  made  clear  that  I  do  not  necessarily  disagree  with  those  prior- 
ities, but  I  tried  to  underscore  then,  and  I  want  to  reiterate  today, 
that  U.S.  international  development  resources  must  address  the 
policy  principles  outlined  in  the  bill,  especially  with  regard  to  Latin 
America  and  the  Caribbean. 

I  was  surprised  to  discover  that  not  a  single  sentence  of  the  bill 
addressed  Latin  America  and  the  Caribbean,  but  specific  mention 
was  given  to  the  priorities  of  the  newly  independent  states  of  East- 
ern Europe  and  the  Middle  East. 

In  this  year's  budget  request,  the  first  priority  established  by  the 
administration  for  the  conduct  of  diplomatic  and  consular  relations 
is  economic  security.  Central  to  that  priority,  and  apart  from  talks 
about  the  importance  is,  and  I  quote,  "encouraging  expanding  eco- 
nomic cooperation  with  developing  countries,  particularly  in  those 
regions,  Latin  America  and  Asia  and  the  Pacific,  whose  markets  for 
U.S.  goods  and  services  are  growing  rapidly." 
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This  statement  is  on  the  mark.  Latin  America  and  the  Caribbean 
represent  a  market  of  $80  billion  and  growing  for  U.S.  exports.  It 
recognizes  that  the  national  interests  of  the  countries  in  the  West- 
ern Hemisphere  have  become  so  interrelated  with  the  prosperity, 
security  and  well-being  of  the  United  States  that  it  is  inte^ally 
linked  to  the  peace,  prosperity  and  democracy  of  other  countries  of 
the  Western  Hemisphere. 

However,  the  above  rhetoric  does  not  square  with  the  reality  of 
the  budget  proposed  for  Latin  America  and  the  Caribbean.  During 
the  1980's,  Latin  America  and  the  Caribbean  received  over  $2  bil- 
lion annually  in  U.S.  foreign  assistance.  In  fiscal  year  1993,  Latin 
America  andf  the  Caribbean  received  over  $1.2  billion.  And  in  fiscal 
year  1994,  the  aid  figure  dropped  precipitously  to  $770  million.  And 
estimates  for  1995  put  the  number  at  just  over  $820  million  for 
this  region  of  over  450  million  inhabitants,  46  percent  of  whom  live 
in  poverty. 

Between  fiscal  year  1993  and  1994,  economic  support  funds 
(ESF)  for  Latin  America  and  the  Caribbean  were  cut  by  $262  mil- 
lion. In  the  same  period,  developmental  assistance  to  the  region 
was  cut  by  $67  million.  This  equals  a  cut  in  one  fiscal  year  of  $329 
million,  while  our  committee  last  year  authorized  a  cut  totaling 
$587  million  in  foreign  assistance. 

This  means  the  cuts  for  Latin  America  and  the  Caribbean  region 
totaled  more  than  half  of  all  reductions.  Obviously,  the  entire  budg- 
etary conference  had  no  suggestion  that  we  may  not  cut,  but  rather 
that  we  cut  equitably  and  in  a  way  which  answers  our  national  in- 
terests. 

In  the  post-NAFTA  era,  we  are  moving  toward  hemispheric  inte- 
gration with  the  Latin  American  and  Caribbean  region,  yet  at  the 
same  time,  we  are  dramatically  reducing  our  presence  there.  Not 
only  has  assistance  declined  precipitously,  but  AID  is  closing  one- 
third  of  all  of  its  missions  in  the  region. 

I  am  concerned  that  we  do  not  practice  what  we  preach.  And  I 
am  also  concerned  that  we  are  making  a  big  mistake. 

How  can  we  retain  extensive  markets  in  that  region  and,  thus 
attend  to  our  own  economic  security,  if  so  many  people  in  this 
hemisphere  cannot  even  afford  to  buy  our  goods? 

How  can  America  investors  be  ensured  that  their  investments 
will  be  honored  when  democracy  and  its  supporting  instituti6ns  are 
not  yet  consolidated? 

Without  the  necessary  resources,  Latin  America  and  the  Carib- 
bean, to  some  extent  like  Eastern  Europe,  may  follow  a  two-tiered 
development  process  in  which  some  countries  develop  and  prosper, 
while  others  get  left  behind. 

But  on  a  more  positive  note,  in  his  testimony  the  Secretary  did 
say  that  he  hoped  they  would  obtain  enough  funds  for  the  region. 

I  am  concerned  that  the  United  States  will  not  enjoy  the  kinds 
of  levels  of  trade  and  investment  it  hopes  to  obtain  from  a  revital- 
ized hemisphere,  if  half  of  the  region's  population,  which  is  poor, 
did  not  participate  in  their  countries'  mainstream  economies. 

For  this  reason,  I  believe  that  we  need  to  do  two  things  with  re- 
spect to  Latin  America  and  the  Caribbean. 

First,  we  need  to  include  as  part  of  the  foreign  reform  bill  a  de- 
velopment fund  for  Latin  America  and  the  Caribbean,  something 
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that  has  been  spoken  to  the  Chairman  about  and  has  received  the 
attention  of  others,  including  the  Ambassador  of  Jamaica.  He  sub- 
mitted a  letter  to  us — this  was  a  totally  unsolicited  letter — in  sup- 
port of  the  concept,  which  I  would  like  to  include  as  part  of  the 
record,  Mr.  Chairman. 

Mr.  TORRICELLI.  If  there  are  no  objections,  it  will  be  included  in 
the  record.  Please  go  on. 

[The  letter  appears  in  the  appendix.] 

Mr.  Menendez.  And  the  second  item  is  a  proposal  in  the  present 
fiscal  year  1995  budget  request,  the  administration  tries  to  secure 
for  Latin  America  and  the  Caribbean  funding  levels  so  that  all  de- 
veloping Latin  American  and  the  Caribbean  countries  may  in  fact 
graduate,  as  the  Secretary  disclosed  at  the  hearing,  that  Latin 
America  has  graduated  from  assistance  and  moved  up  to  a  par 
with  the  U.S.  economically  and  politically. 

I  must  expect,  though,  that  only  some  countries  graduated;  not 
all  countries  have  graduated.  We  look  forward  to  the  day  when 
they  all  graduate. 

With  these  two  measures,  we  hope  to  attract  our  investments,  to 
expanding  hemisphere  requirements  through  a  process  of  regional 
integration  that  will  benefit  all  of  the  people  of  Western  Hemi- 
sphere. 

And  I  look  forward,  Mr.  Chairman,  to  your  leadership  in  accom- 
plishing some  of  those  goals. 

Thank  you. 

Mr.  TORRICELLI.  Ms.  Ros-Lehtinen. 

Ms.  Ros-Lehtinen.  Thank  you,  Mr.  Chairman. 

I  am  against  cutting  the  funds  for  Latin  America  and  the  Carib- 
bean because  we  need  to  do  more  to  build  the  democracies  and  the 
free  market  economies  that  are  in  those  areas. 

These  cuts  send  the  wrong  message  to  these  democracies  and 
these  emerging  democracies  that,  now  that  they  are  getting  sta- 
bilized, we  are  going  to  cut  them  off  at  the  knees.  I  hope  that  we 
would  do  more  to  earmark  more  funds  to  those  countries  and  send 
a  positive  message  that  we  want  to  help  the  democracies  grow  and 
prosper. 

And  we  look  forward  to  your  comments,  Mr.  Secretary,  and  look 
forward  to  discussing  the  Cuba/Colombian  oil  deal.  We  will  be 
questioning  you  as  to  it. 

Mr.  TORRICELLI.  Ambassador  Watson,  at  this  time,  I  have  read 
both  of  your  statements.  You  are  certainly  welcome  at  this  point 
to  review  them  for  any  commentary  you  would  like  to  make.  And 
then,  of  course,  you  will  receive  questions. 

Ambassador  Watson. 

STATEMENT  OF  ALEXANDER  F.  WATSON,  ASSISTANT 
SECRETARY  OF  STATE  FOR  INTER-AMERICAN  AFFAIRS 

Mr.  Watson.  Thank  you  very  much,  Mr.  Chairman. 

First,  let  me  express  our  appreciation  for  your  shifting  the  begin- 
ning time  of  this  hearing  to  facilitate  our  schedules,  which  as  you 
know,  are  both  hectic,  with  regard  to  Ambassador  candidates  or 
candidates  for  Chile.  This  afternoon  there  will  be  another  hearing 
regarding  that. 
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And  if  I  may,  I  would  just  like  to  be  very  brief,  briefer  than  I 
was  last  time  before  this  committee,  summarizing  the  major  points 
of  my  statement. 

Mr.  Chairman  and  members  of  the  subcommittee,  thank  you  very 
much  for  this  opportunity  to  discuss  our  foreign  assistance  budget 
request  for  Latin  America  and  the  Caribbean  for  fiscal  year  1995. 

You  have  gotten  my  written  statement  already  and  that  provides 
an  overview  of  the  administration's  policy  in  our  budget  request.  I 
would  like  to  take  a  moment  to  underscore  just  a  few  points. 

First,  I  truly  want  our  session  with  you  and  the  members  of  the 
committee  to  be  a  dialogue.  We  very  much  want  and  need  to  hear 
your  thoughts,  some  of  which  have  been  expressed  already  and 
square  very  much  with  some  of  our  own,  to  work  with  you  to  build 
a  consensus  on  this  very  important  issue. 

Latin  America  is  rapidly  changing  and  is  increasingly  important 
to  the  United  States.  We  need  to  have  a  consistent  and  sound  pol- 
icy. 

President  Clinton  defines  three  broad  goals  for  American  forei^ 
policy:  protecting  the  security  of  the  nation,  promoting  economic 
growth,  and  encouraging  democracies. 

And  nowhere,  in  my  view,  are  conditions  better  to  achieve  these 
goals  than  in  our  own  hemisphere.  The  decision  of  Congress  last 
November  to  approve  the  North  American  Free  Trade  Agreement 
was  an  historic  achievement.  As  Secretary  Christopher  said, 
NAFTA  not  only  creates  opportunities  for  high  paying  export  jobs 
at  home,  but  it  also  builds  a  bridge  of  economic  improvement  and 
cooperation  through  the  hemisphere. 

It  advances  his  vision  that  the  community  of  nations  committed 
to  democracy,  bound  together  with  open  markets  and  rising  stand- 
ards of  living,  and  dedicated  to  the  peaceful  resolution  of  disputes. 
And  it  addresses  the  key  issues  of  environmental  and  labor  rights. 

Our  hemisphere  is  converging,  Mr.  Chairman,  and  values  we 
share  echo  from  Toronto  to  Tierra  del  Fuego.  Democracy  has 
spread  across  the  region  and  the  ideas  of  a  generation  that  has 
sought  to  protect  markets  and  erect  tariff  walls  are  being  swept 
away.  Democracy,  human  rights,  and  market  economics  are  ideas 
that  have  matured  in  Latin  America  and  the  Caribbean. 

Later  this  year.  President  Clinton  will  host  a  summit  of  the 
democratically  elected  leaders  of  the  hemisphere  that  will  build  a 
new,  mature  partnership  of  peace,  democracy  and  shared  prosper- 
ity. 

As  hopeful  as  we  are  about  the  future,  Mr.  Chairman,  we  still 
face  challenges.  And  those  opposed  to  democracy  and  economic  re- 
form stand  ready  to  undo  the  progress  of  recent  years. 

Narcotics  traffickers,  corruption,  social  inequality,  poverty  all  re- 
main very  serious  problems.  Democracy  and  market  reform  take 
time  and  must  be  nurtured.  If  we  neglect  the  region,  we  risk  seri- 
ous reversals.  We  must  remain  engaged  and  maintain  momentum. 

Mr.  Chairman,  this  year's  budget  request  redefines  our  national 
security  interests.  It  recognizes  post-cold  war  realities  and  offers 
greater  flexibility  in  pursuing  U.S.  objectives. 

Our  overall  request  for  this  fiscal  year,  fiscal  year  1995,  totals 
$839  milHon.  Under  the  Countries  in  Transition  Chapter  of  the 
Building  Democracies  Title,   we   are   requesting  $78   million   and 
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nearly  all  of  this  is  economic  aid  and  we  are  concentrating  it  where 
it  is  critical  to  democratic  development:  El  Salvador,  Haiti,  Nica- 
ragua, Peru,  Guatemala. 

Guatemala  illustrates  one  important  effect  of  our  aid.  Ten  million 
dollars  we  promised  last  year  leveraged  more  than  $100  million 
from  the  international  community. 

The  administration  of  justice  remains  a  very  high  priority  for  us, 
as  the  rule  is  central  to  democracy.  For  1995,  we  are  consolidating 
our  request  into  a  regional  account.  The  remaining  $2.6  million  in 
this  title  is  for  defense  training  programs  that  emphasize  the  prin- 
ciple of  civilian  control  of  the  military,  as  well  as  for  improving 
military  justice  systems  and  human  rights  procedures. 

For  the  title  on  promoting  sustainable  development,  we  are  re- 
questing $430  million,  more  than  half  of  our  overall  request.  Under 
the  "Providing  Humanitarian  Assistance"  title,  we  are  requesting 
$119  million. 

AID  Assistant  Administrative  Mark  Schneider  is  here  to  describe 
development  in  humanitarian  assistance  programs  in  more  detail. 

But  I  would  like  to  just  take  one  moment  here,  Mr.  Chairman, 
if  I  may,  to  note  that  the  World  Bank  and  the  Inter-American  De- 
velopment Bank  provide  critical  support  for  our  efforts  to  promote 
democracy,  protect  the  environment  and  provide  assistance  to  the 
poor.  And  I  would  hope  that  the  Confess  would  be  able  to  support 
funding  for  those  international  agencies. 

Within  the  "Promoting  Peace"  title,  we  request  $212  million; 
$206  million  of  this  is  for  narcotics,  terrorism  and  crime  preven- 
tion. This  reflects  President  Clinton's  commitment  to  a  strong  drug 
control  policy  in  Latin  America. 

It  is  needed  both  to  support  our  goals  of  reducing  drug  abuse  at 
home  and  to  prevent  drug  syndicates  from  undermining  the 
progress  of  the  democratic  and  economic  reforms  in  the  region. 

The  drug  trade  is  a  serious  threat.  We  are  fighting  with  a  new 
strategy  and  budget.  We  will  continue  supporting  interdiction  oper- 
ations, but  gradually  shift  the  focus  to  source  countries  where  we 
will  concentrate  on  strengthening  the  institutions.  We  will  inte- 
grate our  program  of  sustainable  development  and  target  enforce- 
ment on  kingpin  organizations. 

We  are  consolidating  the  countemarcotics  components  to  the  Bu- 
reau of  International  Narcotics  Matters  to  create  efficiency  and  co- 
herence. 

Finally,  Mr.  Chairman,  we  requesting  nearly  $4  million  from  the 
peacekeeping  chapter  for  the  United  Nations/Organization  of  Amer- 
ican States  International  Civilian  Mission  in  Haiti. 

We  seek  $2  million  in  the  "Regional  Peace  and  Security"  chapter 
for  defense  training,  with  emphasis  on  professional  training  and  lo- 
gistics management  with  respect  to  human  rights. 

Mr.  Chairman,  we  are  moving  toward  a  more  mature  relation- 
ship with  the  hemisphere,  one  largely  based  on  trade  rather  than 
aid,  but  we  must  maintain  our  direct  support  for  the  emerging  de- 
mocracies. We  must  help  them  cope  with  the  short-term  impact  of 
economic  restructuring  on  some,  particularly  the  poor. 

We  have  pared  down  our  request  to  the  minimum  needed  to 
achieve  our  objectives,  but  we  must  have  sufficient  resources  to 
sustain  our  policy  and  defend  our  interests. 
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I  would  urge  the  subcommittee  to  act  favorably  upon  our  request 
and  I  look  forward  to  working  with  you  to  promote  our  common  ob- 
jectives. 

Thank  you,  Mr.  Chairman. 

I  woulci  be  pleased  to  answer  any  questions  you  have. 

[The  prepared  statement  of  Mr.  Watson  appears  in  the  appen- 
dix.] 

Mr.  TORRICELLI,  Thank  you,  Ambassador  Watson.  Mr.  Schneider. 

STATEMENT  OF  MARK  SCHNEmER,  ASSISTANT  ADMINIS- 
TRATOR  FOR  LATIN  AMERICA  AND  THE  CARIBBEAN,  U.S. 
AGENCY  FOR  INTERNATIONAL  DEVELOPMENT 

Mr.  Schneider.  Thank  you,  Mr.  Chairman. 

It  is,  obviously,  a  pleasure  to  appear  before  you  to  present  the 
President's  Fiscal  Year  1995  Budget  Request  for  Latin  America  and 
the  Caribbean  and  to  discuss  the  administration's  foreign  aid  re- 
form agenda  and  its  impact  on  the  region. 

Let  me  just  begin  by  expressing  for  Ambassador  Watson,  and  my- 
self, our  appreciation  to  you,  Mr.  Chairman,  and  to  your  colleagues, 
for  your  initial  expressions  of  concern  with  respect  to  Latin  Amer- 
ica and  the  Caribbean  and  of  the  priority  of  U.S.  relations  with  the 
region. 

Also,  let  me  echo  Ambassador  Watson's  pledge  to  work  with  you 
in  forging  a  consensus  on  U.S.  policy  toward  Latin  America  and  the 
Caribbean. 

The  end  of  the  cold  war  presents  a  new  window  of  opportunity 
through  which  the  administration  and  the  Congress  can  work  to- 
gether to  help  the  region  overcome  the  obstacles  that  remain  to 
broad-based,  equitable  and  sustainable  development. 

I  can  pledge  to  you  that  this  administration  values  the  process 
of  consultation  with  the  Congress,  not  only  for  its  substantive  con- 
tributions to  policymaking,  but  also  as  a  means  to  maintain  broad 
public  support  for  these  programs. 

Our  budget  proposal  for  Latin  America  and  the  Caribbean  is  re- 
flected within  the  proposed  foreign  assistance  bill,  the  Peace,  Pros- 
perity and  Democracy  Act,  and  is  built  around  the  concept  of  sus- 
tainable development.  We  are  pursuing  an  integrated  program 
which,  for  the  first  time,  is  presented  in  the  congressional  presen- 
tation. 

All  agency  resources,  whether  they  are  managed  within  the  mis- 
sion, by  the  regional  bureau  or  other  central  bureaus,  are  con- 
centrated on  specific  strategic  objectives  to  help  nations  improve 
the  lives  of  their  people. 

If  I  could,  let  me  briefly  describe  the  context,  as  we  see  it,  in 
which  we  have  planned  this  year's  budget  submission  for  the  re- 
gion. We  are  faced  with  the  challenge  of  helping  the  countries  of 
Latin  America  and  the  Caribbean  consolidate  two  fundamental 
transitions. 

The  first  is  the  transition  from  closed  economies  to  open,  com- 
petitive economies,  which  bring  rapid  and  sustained  economic 
growth  with  equity. 

The  second  is  the  transition  from  closed  political  systems,  in 
which  force  and  repression  destroyed  lives  and  individual  rights,  to 
full-fledged    democracies    which    not    only    choose    their    leaders 
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through  open  and  fair  and  free  elections,  but  also  assure  the  rule 
of  law,  which  protects  individual  rights  and  is  vital  to  competent, 
transparent  government. 

Both  transitions  are  endangered  by  the  failure  to  move  more  ef- 
fectively to  reduce  the  levels  of  poverty.  Today,  200  million  Latin 
Americans,  mostly  children,  are  condemned  to  the  frustration  and 
misery  of  poverty. 

The  sustainability  of  the  economic  reforms  depends  on  opening 
access  to  the  poor,  as  well  as  on  protecting  the  environment  for  fu- 
ture generations. 

In  order  to  succeed  in  an  atmosphere  of  limited  resources, 
USAID  will  concentrate  its  programs  on  countries  most  in  need 
and  on  those  where  we  can  have  the  greatest  impact. 

We  also  will  narrow  our  focus  to  four  areas  critical  to  sustainable 
development:  securing  broad-based  economic  growth  that  frees 
markets  and  reduces  poverty;  protecting  the  environment  so  that 
natural  resources  are  renewed  for  our  children's  use  as  well  as  our 
own;  stabilizing  population  growth  and  protecting  human  health; 
and  building  democratic  institutions  which  guarantee  political  free- 
dom and  shore  up  the  rule  of  law. 

Within  the  total  request  for  the  region  of  $838.7  million,  the  de- 
velopment assistance  request  totals  $682.5  million.  And  it  is  bro- 
ken down,  as  was  previously  stated,  between  Title  I,  "Sustainable 
Development,"  where  I  would  like  to  go  into  some  detail,  if  I  could, 
and  where  we  are  requesting  $382,350,000,  along  with  $48  million 
in  Title  III,  P.L.  480. 

We  also  are  requesting  $75  million  in  funding  under  Title  II, 
"Building  Democracy,"  under  Title  III,  "Promoting  Peace",  approxi- 
mately $53  million  of  the  total  will  go  for  the  activities  related  to 
sustainable  development  that  AID  is  responsible  for,  and 
$119,145,000  under  Title  IV,  for  "Humanitarian  Assistance" 
through  Title  II,  P.L.  480. 

Under  Title  I,  "Sustainable  Development,"  USAID  will  carry  out 
programs  to  promote  microenterprises;  encourage  more  diverse, 
open  economies;  invest  in  people  by  improving  education  and 
health  care;  and  expand  economic  opportunities  to  the  region's 
poor. 

Let  me  just  cite  one  example  of  these  kinds  of  activities.  In  El 
Salvador,  we  are  sponsoring  a  village  banking  project  to  the  poorest 
sector  of  the  population;  FINCA  is  the  organization  implementing 
the  project. 

FINCA  now  reaches  30,000  microentrepreneurs.  Most  of  them 
are  women  at  the  very  poorest  level  of  the  community.  USAID 
funding  of  FINCA  provides  these  women  with  an  opportunity  to  en- 
gage in  business  enterprises. 

In  USAID's  second  area  of  focus,  "Strengthening  Democracy,"  we 
will  be  carrying  out  projects  at  every  level  of  society  to  consolidate 
the  recent  gains  in  democracy,  promote  human  rights,  improve  the 
capability  of  elected  legislatures  and  independent  judiciaries,  and 
advance  good  governance  as  well  as  supporting  free  and  fair  elec- 
tions. 

One  of  our  regional  grantees  is  the  Inter-American  Institute  for 
Human  Rights,  which  has  become  the  premier  institution  in  the  re- 
gion over  the  past  several  years  in  terms  of  both  research  and  edu- 
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cation  of  human  rights,  as  well  as  providing  technical  assistance  to 
electoral  tribunals  throughout  the  region.  We  will  continue  to  sup- 
port IIHR  and  these  types  of  activities. 

Mr.  TORRICELLI.  There  is  a  vote  in  progress.  It  is  my  utmost  de- 
sire to  ask  vou  several  questions  before  I  lend  control  to  Mr. 
Menendez,  who  is  going  to  share  apropos. 

Mr.  Schneider.  All  right,  why  don't  I  then  conclude. 

Mr.  TORRICELLI.  Is  there  a  conclusion? 

Mr.  Schneider.  Yes. 

We  are  going  to  concentrate  our  activities  in  Central  America,  to 
help  that  region  move  from  war  to  peace;  second,  in  the  Andean 
countries  to  support  countries  facing  a  narcotics  threat;  and  third, 
in  attempting  to  support  Caribbean  and  other  countries  in  the  re- 
gion in  building  a  hemispheric  community  that  supports  free  trade 
and  consolidates  a  democratic  transformation. 

We  believe  that  this  budget  and  the  projects  that  are  contained 
within  our  budget  for  Latin  America  in  fiscal  year  1995  will  sup- 
port the  United  States'  national  interest,  by  recognizing  and 
strengthening  our  common  economic  and  political  futures. 

Thank  you. 

[The  prepared  statement  of  Mr.  Schneider  appears  in  the  appen- 
dix.] 

Mr.  TORRICELLI.  Thank  you  very  much.  I  am  sorry  to  have 
rushed  you,  but  we  are  all  heading 

Mr.  Schneider.  No  problem. 

Mr.  TORRICELLI  [continuing],  to  the  same  destination,  but  none 
as  distant  as  your  own. 

Mr.  Menendez  has  raised  a  question  of  a  Latin  American  devel- 
opment fiind.  Although  there  is  a  concern  that  this  institution,  with 
the  best  of  intentions,  is  going  to  protect  me  from  other  regions  in 
the  world,  the  only  one  left  to  sustain  continuing  reductions  and  to 
win  on  the  merits  is  Latin  America. 

Hence,  the  strategy,  potentially,  of  having  the  Latin  American 
development  fund  is  to  protect  continuous,  sustainable  projects. 

Could  either  of  you  comment  on  the  proposal? 

Mr.  Watson.  Yes,  sir.  I  will  take  the  first  crack  at  it.  I  am  sure 
Mark  has  comments  to  add  as  well. 

In  the  formulation  of  the  foreign  assistance  proposal  this  year, 
the  administration  has  tried  to  avoid  any  earmarks,  to  focus  our 
assistance  more  on  our  objectives  in  terms  of  our  policy  goals,  as 
opposed  to  focusing  on  individual  countries  or  regions,  as  I  said. 

Although  some  countries  and  regions  are  mentioned  in  the  legis- 
lation, there  are  no  earmarks  per  se  there.  We  acknowledge,  of 
course,  as  you  and  Mr.  Menendez  have  indicated,  that  the  funds  for 
Latin  America  and  the  Caribbean  have  been  reduced  dramatically 
over  the  last  few  years  under  pressure  from  the  budget  deficit,  of 
course. 

Pressure  for  essential  assistance  to  Russia. 

As  Mr.  Menendez  noted,  in  the  Middle  East  and  other  countries 
of  the — countries  of  the  former  Soviet  Union,  it  is  difficult  for  us. 

And  we  have  tried  to  fashion,  in  this  environment,  a  progp^am 
that 

Mr.  TORRICELLI.  Forget  the  totality,  for  at  the  end  of  the  day, 
there  will  be  an  earmark  for  the  Middle  East  and  there  will  be  an 
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African  development  fund  and  there  might  be  an  earmark  for  Rus- 
sia. 

I  understand  the  administration  had  opposed  much  of  that.  I  un- 
derstand, from  your  comments  today,  you  opposed  all  of  them.  And 
I  understand  and  respect  that  viewpoint. 

But  given  the  reality  that  I  just  suggested  if  that  happens,  this 
is  not  like  just  a  file  for  us,  then,  to  do  something,  but  to  also  pro- 
tect the  Latin  America  fund  by  saying  that  on  that  basis,  approve 
the  same  strategy. 

Mr.  Watson.  We  would  certainly  hope,  Mr.  Chairman,  that  if 
you  and  the  subcommittee  find  our  proposal  worthy,  that  you 
would  protect  and  defend  these  proposals  as  something  tantamount 
to  a  program;  in  fact,  a  program  for  Latin  America  and  the  Carib- 
bean. And  then,  we  would  that  would  do — that  would  the  trick. 

Mr.  TORRICELLI.  At  this  time,  I  would  like  to  ask  you  a  different 
question.  It  has  occurred  to  me,  in  my  travels  in  the  region,  that 
even  with  the  best  of  intentions,  our  assistance  has  not  equally  fall- 
en upon  all  people  in  the  region. 

Particularly,  I  am  concerned  that  because  of  a  communication 
with  the  larger  society  and  discrimination  within  the  societies,  this 
negligence  is  magnified  by  our  aid.  I  am  speaking  specifically  of  the 
indigenous  people  of  the  regions. 

I  am  specifically  asking  the  agency  to  report  back  to  us  each  time 
about  the  steps  they  have  taken,  successes  and  frustrations  they 
have  encountered,  and  how  the  program,  in  some  way,  impacted  in- 
digenous peoples. 

This,  01^  course,  has  come  to  light  because  of  our  own  imderstand- 
ing  of  how  these  persons  were  overrun  and  allowances  are  not 
made  for  them  in  Mexico.  This  is  also  the  case  in  Brazil,  which  is 
in  our  program,  and  in  Guatemala  as  well. 

Would  you  comment  on  this  observation? 

Mr.  Schneider.  I  think,  Mr.  Chairman,  that  you  have  raised  a 
very  important  issue  that  we  have  begun  to  deal  with  at  two  levels. 

First,  because  of  the  facts  that  you  nave  presented,  USAID's  sus- 
tainable development  strategy,  in  all  areas,  is  making  new  efforts 
to  incorporate  indigenous  peoples,  particularly  in  terms  of  support 
for  NGO's  that  represent  indigenous  people  and  in  encouraging 
their  participation  in  democratic  initiatives.  For  the  first  time  the 
strategy  for  the  Agency  specifically  deals  with  indigenous  people. 

Second,  as  we  go  tnrough  the  budget  reviews,  for  each  of  the 
LAC  countries,  I  have  asked  that  we  ensure  that  indigenous  peo- 
ples are  represented  in  the  Nongovernmental  Organizations  we 
work  with,  particularly  in  countries  that  you  have  mentioned — 
Guatemala,  Bolivia,  Peru,  Brazil,  Ecuador — where  there  are  signifi- 
cant populations  of  indigenous  peoples. 

Mr.  TORRICELLI.  We  may  come  back  and  look  further  at  this  with 
blinders. 

Ambassador  Watson,  I  understand  the  administration's  desire  for 
discretion.  However,  considering  the  conditions  regarding  aid,  re- 
viewing the  situation  in  El  Salvador  and  the  extraordinary 
progress  we  have  made  there,  and  the  situation  in  Nicaragua  and 
the  considerable  progress  we  are  making  there,  you  would  have  to 
concede  that  these  congressional  conditions  have,  indeed,  moved 
our  policies  in  the  right  direction. 
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So,  no  matter  how  unwarranted  it  may  be,  as  an  intrusion  on  the 
administration's  conduct  of  its  poHcy,  the  argument  can  be  made 
that  these  congressional  conditions  have  had  a  powerful  influence. 

Mr.  Watson.  Well,  I  do  not  think,  Mr.  Chairman,  that  I  would 
find  myself  saying  that  I  would  reject  all  congressional  conditions 
on — on  assistance  programs. 

Not  really  at  all.  Wnile  we  may  disagree  sometimes  with  specific 
points,  but  its  certainly  within  the  right  of  Congress  to  do  that,  and 
I  agree  in  many  cases  with  conditions. 

Mr.  TORRICELLI.  As  long  as  they  needed,  in  these  instances,  I 
would  also  suggest  you  meet  with  Peru.  These  conditions  have  been 
helpful,  I  think,  in  moving  policy. 

Mr.  Watson.  Your  specific  efforts,  Mr.  Chairman,  if  I  may  say, 
particularly  on  the  support  of  the  peace  process.  Supporting  the 
peace  in  El  Salvador  has  been  extremely  important  in  this  regard. 

Mr.  TORRICELLI.  I  appreciate  that,  because  there  is  some  misery 
we  would  like  to  be  able  to  contain. 

Finally,  before  I  go  to  vote,  I  would  like  to  make  more  of  a  re- 
quest than  a  statement,  if  I  could? 

We  are,  Ambassador,  still  getting  expressions  of  frustration  from 
the  Colombians  in  the  lack  of  cooperation  from  the  Defense  Depart- 
ment in  sharing  tracking  information  from  the  aircraft  about  the 
narcotics  situations. 

This  is  extraordinarily  frustrating.  These  assets  that  Congress 
provided  to  the  Defense  Department  are  not  for  their  private  use 
or  for  policy  objectives  that  they  define. 

It  is  the  policy  objective  of  the  U.S.  Government  and  this  admin- 
istration specifically  to  assist  Colombia  in  narcotics  interdiction.  It 
is  extraordinarily  frustrating  to  hear  that  those  assets  are  in  place 
in  Panama,  that  American  personnel  are  using  them  and  are  gain- 
ing information  that  continues  not  to  be  properly  shared. 

I  hope  that  you  will  find  the  occasion  to  raise  this  issue  to  the 
senior  levels  of  the  Defense  Department,  as  it  is  being  raised  with 
us  by  the  Colombian  Government. 

Second,  I  wanted  also  to  have  on  the  record,  for  those  that  might 
read  it  on  occasion,  to  look  at  how  we  are  making  judgments  and 
reviewing  this  budget,  to  make  clear  that  there  are,  of  course,  al- 
ways classes  of  nations  that  we  decide  are  in  America's  interest. 
America  looks  to  their  jointly  shared  objectives  with  the  United 
States — security,  modernization,  and  opening  markets. 

That  it  not  tne  entire  list.  An  additional  factor  is  that  there  are 
those  countries  who  continue  to  be  helpful  in  our  efforts  to  provide 
for  a  free  Cuba  and  those  who  do  not. 

This  is,  of  course,  a  relevant  consideration  for  us  to  have,  in  view 
of  our  judgments  on  foreign  assistance.  It  would  be  very  relevant 
in  this  subcommittee.  It  is  not  relevant  everywhere.  I  wanted  the 
record  today  to  reflect  that. 

Finally,  I  hope.  Ambassador,  that  in  your  communications  with 
the  Colombian  Government  you  would  express  our  considerable 
consternation  at  the  oil  deals  that  have  taken  place  between  Rus- 
sia, Colombia,  and  Cuba.  Our  concern  with  them,  and  our  hope  is, 
that  they  would  continue  to  cooperate  with  U.S.  policies  in  this  re- 
gard. 
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I  apologize  that  this  has  been  an  abbreviated  hearing  today  on 
my  part.  Mr.  Menendez  and  other  members  of  the  subcommittee 
will  return  shortly  from  the  vote,  so  they  should  not  detain  you. 
They  will  be  cooperative  in  your  ability  to  continue  on  to  Chile. 

We  wish  you  a  successful  trip. 

Please  express  all  of  our  admirations  for  the  people  of  Chile  and 
the  new  President  on  this  important  moment  in  their  history. 

We  will  suspend  the  hearing  only  temporarily,  then  we  will  join 
you. 

Thank  you  for  being  here. 

[Recess.] 

Mr.  Menendez  [presiding].  Mr.  Secretary,  I  heard  that  I  missed 
the  most  important  question  of  the  hearing,  so  let  me  take  the 
chairman's  discretion  to  hear  it. 

And  that  is,  we  had  a  question  and  you  had  a  response  to  the 
Latin  American  development  concept  and  I  missed  it.  So  I  got  a 
brief  synthesis  of  your  brief  answer. 

But,  could  you  do  it  for  me  again? 

Mr.  Watson.  Certainly.  I  would  be  glad  to,  Mr.  Chairman. 

The  whole  approach  to  foreign  assistance  which  will  be  presented 
by  the  Clinton  administration  is  to  do  away  with  earmarks  and  to 
focus  on  fundamental  objectives  that  we  want  to  achieve  with  our 
assistance  from  the  outset  and  only  then  work  down  to  country-spe- 
cific targets. 

So,  therefore,  we  are  not  in  favor  of  any  particular  earmarking. 
And  in  fact,  the  legislation  we  have  presented — although  some 
countries  in  the  areas  and  regions  are  named,  there  are  no  specific 
budgetary  amounts  earmarked  in  this  legislation  that  has  been 
presented  by  the  administration. 

We  share  very  much  the  views  that  you  stated  earlier,  Mr. 
Chairman,  and  Mr.  Torricelli  stated,  about  the  decreasing  levels  of 
assistance  to  Latin  America  and  the  Caribbean  and  you  are  very 
concerned  about  that. 

And  as  I  tried  to  say  in  my  statement,  we  desperately  need  as- 
sistance, particularly  focusing  on  consolidating  peace  and  reconcili- 
ation in  Central  America,  which  has  been  so  war-torn  for  so  long 
and  has  cost  so  much  American  creditor  and  political  effort  to  help 
resolve. 

And  also  in  the  Andean  region,  where  the  narcotics  struggle  con- 
tinues to  be  of  vital  concern  to  the  United  States,  not  only  for  the 
damage  it  does  to  us,  but  also  for  the  countries  themselves. 

As  well  as,  of  course,  Haiti.  Hopefullv  a  solution  to  that  terrible 
crisis  can  be  found  and  it  will  need  foreign  assistance  there  for 
building  democracy  and  sustainable  development — peace  building 
in  all  of  those  places. 

So  we  would  hope  that  you  would  find  our  proposals  acceptable, 
that  you  would  be  able  to  support  them  and  that  that  would  con- 
stitute, in  effect,  the  program  for  Latin  America  and  the  Caribbean, 
protected  by  and  defended  by  and  supported  by  the  Congress. 

I  think  Mr.  Schneider  may  have  something  he  would  like  to  add 
on  that. 

Mr.  Schneider.  Mr.  Chairman,  let  me  just  say  that  we  view  this 
as  the  time  to  undertake  a  major  reform  in  the  whole  structure  of 
U.S.  foreign  assistance.  We  are  attempting  to  establish  specific  ob- 
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jectives  and  specific  targets  with  respect  to  the  area  of  sustainable 
development. 

And  we  have  attempted  to  present  to  the  Congress,  for  the  first 
time,  a  proposal  that  says  this  is  what  we  intend  to  do  with  the 
resources  you  give  us,  in  these  key  areas. 

You  mentioned  one  of  the  most  important  priorities  in  terms  of 
the  overall  situation  in  Latin  America  and  that  is  dealing  with  the 
problem  of  poverty  in  relation  to  the  current  economic  situation. 
Maintaining  economic  reforms  is  critical,  as  well  as  ensuring  that 
it  reaches  the  poor  and  that  it  improves  their  lives. 

We  would  hope  that  the  legislation  ultimately  approved  by  the 
Congress  will  permit  the  administration  the  kind  of  flexibility  that 
the  bill  sets  forth. 

At  the  same  time,  as  Assistant  Secretary  Watson  mentioned,  we 
recognize  that  the  legislation  does  cite  certain  countries.  We  hope 
that  flexibility  will  be  provided  in  order  to  protect  the  programs  we 
are  proposing  and  to  have  the  resources  available  to  carry  them 
out. 

These  programs  are  the  minimum  needed  to  respond  to  the 
needs  in  Latin  America  and  the  Caribbean,  given  the  current  con- 
straints on  overall  resources. 

Mr.  Menendez.  Well,  while  it  is  true  that  we  do  not  see  mone- 
tary earmarks  throughout  the  proposed  legislation,  we  see  clearly 
stated,  oh,  what  I  can  still  consider  old  earmarks  that  I  am  again 
pressed  to  say  are  necessary  against  some  of  those  priorities. 

The  point  is  that  they  may  not  have  a  dollar  figure,  but  I  would 
venture  to  say — and  I  am  not  a  betting  man — ^but  if  I  would  bet, 
by  the  time  we  finish  this  process,  that  we  would  see  the  sums  par- 
allel the  old  earmarks,  be  pretty  close  to  where  they  were  or  where 
we  would  expect  them  to  be  automatically. 

And  so,  while,  you  know,  I  do  not  want  to  see  it  suggested  that 
it  is  a  shell  game,  but  nevertheless,  it  undercuts  what  the  ultimate 
goal  that  I  perceive  you  are  trying  to  achieve,  your  overall  objec- 
tives. 

I  would  just  like  to  ask  you  a  couple  questions  in  the  furtherance 
of  what  I  am  concerned  about  overall  as  the  question  of  Latin 
America  and  the  Caribbean.  And  in  short — in  my  opening  state- 
ment I  recited  that  between  fiscal  years  1993  and  1994,  we  saw  a 
substantial  cut  from  different  accounts  of  assistance  to  Latin  Amer- 
ica and  the  Caribbean.  ESF  alone  was  cut  from  $375  million  in 
1994  to  $113.5  million  in  fiscal  vear  1994. 

So  I  cite  this  one  example  of  El  Salvador,  a  country  on  the  way 
to,  we  hope,  to  peace  and  democracy  after  12  years  of  civil  was  cut 
by  $51.1  million,  while  development  assistance  was  slashed  by  $12 
million. 

It  poses  the  question:  how  does  the  overall  70  percent  cut  in  one 
fiscal  year  square  with  the  requirements  that  countries  in  transi- 
tion from  war  and  underdevelopment  to  peace  and  development? 

Mr.  Schneider.  There  are  two  things,  Mr.  Chairman. 

Mr.  Menendez.  Well,  I  am  impressed.  You  said  a  moment  ago 
you  had  two  answers  for  this  question.  Before  I  even  hear  it,  I  am 
impressed. 

Mr.  Schneider.  Well,  you  dealt  both  with  the  question  of  the 
overall  amounts  and  with  the  economic  support  funds. 
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Mr.  Menendez.  Yes. 

Mr.  Schneider.  With  respect  to  the  economic  support  funds  be- 
tween fiscal  year  1993  and  fiscal  year  1994,  there  were  significant 
cuts  made,  including  by  the  Congress.  Moreover,  during  the  rescis- 
sion, there  was  an  additional  reduction. 

El  Salvador  remains,  still  with  respect  to  the  resources  available 
for  both  ESF  in  fiscal  year  1994  and  fiscal  year  1995,  one  of  the 
largest  sustainable  development  programs  in  the  region, 

Tne  reduction  does  not  prohibit  us  fi:-om  meeting  the  obligations 
we  made  to  the  World  Bank-sponsored  Consultative  Group  for  the 
transition  and  national  reconstruction  plan  for  El  Salvador. 

Nevertheless,  you  are  correct,  there  are  very  significant  reduc- 
tions between  those  fiscal  year  1993  and  fiscal  year  1994  in  El  Sal- 
vador and  regionally.  Between  1994  and  1995,  it  essentially  stays 
approximately  the  same.  The  large  cuts  were  between  fiscal  year 
1993  and  fiscal  year  1994. 

Mr.  Menendez.  Well,  it  seems  to  me  that  this  kind  of — there  is 
a  policy  there  that  now,  when  we  are  moving  toward  peace  and  de- 
mocracy, we  undercut  the  very — if  you  want  to  call  it  an  invest- 
ment— the  investment  that  we  made.  It  just  does  not  make  sense. 

Now,  let  me  ask  you,  Mr.  Administrator,  as  considerations  of 
equality  become  more  important  as  we  reduce  our  aid  program,  are 
there  particular  approaches  or  accounts,  especially  as  outlined  in 
the  foreign  aid  reform  bill,  that  set  requirements? 

Mr.  Schneider.  In  terms  of  additional  resources? 

Mr.  Menendez.  In  terms  of  dealing  with — as  we  reduce  the  over- 
all aid  program,  are  there  particular  approaches  or  specific  ac- 
counts that  you  would  suggest  that  are  more  desirable  than  others, 
less  desirable  than  others? 

For  example,  I  would  like  to  know  how  you  would  differentiate 
for  me,  as  a  prime  qualification  for  the  new  categories  of  sustain- 
able development  versus  building  democracy  and  economic  assist- 
ance under  a  subcategory,  so  that  in  El  Salvador,  as  a  central  ex- 
ample, if  I  understand  it,  you  have  got  under  the  sustainable  devel- 
opment $37  million  and  some  odd  thousand  dollars.  And  under  eco- 
nomic assistance,  you  have  $30  million. 

What  is — ^give  me  a  sense  of  what  is  the  difference  between  those 
categories?  What  makes  more  sense  than  another? 

Mr.  Schneider.  If  I  could,  Mr.  Chairman,  let  me  describe  some 
of  the  differences.  They  are  both  very  important  functions. 

One  is  more  similar  to  the  economic  support  funds  in  the  past 
under  building  democracy,  which  was  a  transfer  to  cover  balance- 
of-payments  support  in  the  past  or  to  provide  support  for  overall 
economic  reforms. 

The  local  currency  generated  by  the  economic  support  fund  was 
then  used  for  specific  development  and  assistance  programs. 

The  sustainable  development  account  was,  in  the  past,  des- 
ignated as  development  assistance.  It  was  used  more  for  longer- 
term  targeted  projects  with  respect  to  individual  objectives,  wheth- 
er in  the  area  of  health,  education,  population  or  the  environment. 

The  local  currency  generated  from  ESF  also  could  be  utilized, 
and  was,  for  very  similar  activities. 

Mr.  Menendez.  Maybe  I  have  felt  that  it  was  not  permitted.  But 
what  is,  in  essence,  the  difference?  Is  there 
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Mr.  Schneider.  In  terms  of  the  new  definition? 

Mr.  Menendez.  Under  the  current  program,  there  are  some  cash 
transfers 

Mr.  Schneider.  Right. 

Mr.  Menendez  [continuing].  For  overall — ^but  they  are  both,  in 
essence,  sustainable  development,  are  they  not? 

Mr.  Schneider.  They  both  are  for  sustainable  development.  The 
additional  Title  II  category  of  building  democracy  is  reserved  for 
countries  that  are  undergoing  a  transition.  Those  countries  are  des- 
ignated for  these  specific  resources  and  these  resources  are  tar- 
geted on  the  short-term  objectives. 

Mr.  Menendez.  But  why  would  we  do  this  that  way?  Why  would 
we  not  just  lump  it  into  sustainable  development?  We  are  most 
limited  when 

Mr.  Schneider.  The  actual  country  program  will  be  within  an  in- 
tegrated strategy  aimed  at  sustainable  development  objectives. 

In  terms  of  the  allocation  of  resources  among  countries,  those 
countries  were  designated  as  transition  countries  eligible  for  these 
specific  additional  monies  which  are  aimed  at  helping  with  more 
immediate  and  short-term  democratic  institution-building  goals. 

Mr.  Menendez.  So  I  read  here  there  are  seven  countries  that 
have  economic  assistance  under  the  building  democracy  provision. 

Why  not  simply  put  it,  as  relates  to  Latin  America,  all  of  those 
funds  under  sustainable  development  and  give  it  to  those  countries 
whom  you  target  that  are  liable  to  be  with  us,  those  such  countries 
who  are  in  need  of  it  and  will  best  use  it? 

Is  there  a  real  and  fundamental  programmatic  reason  and  philo- 
sophical reason,  like,  what  is  the  difference  under  the  last  two  col- 
umns? 

Mr.  Schneider.  When  the  PPDA  was  drafted,  there  was  an  ef- 
fort to  look  at  how  previous  economic  support  funds  were  des- 
ignated. 

Given  our  foreign  policy  concerns  for  specific  countries  in  a  proc- 
ess on  democratization,  the  categorization  "countries  in  transition," 
was  designed.  These  countries  would  be  designated  eligible  for 
these  additional  funds. 

And,  therefore,  in  the  presentation  of  legislation,  that  particular 
authorization  was  provided  separate  from  the  sustainable  develop- 
ment fund. 

The  funds  themselves  could  be  planned,  programmed  and  imple- 
mented in  tandem  with  sustainable  development  programs.  That 
is,  in  effect,  what  happens  at  the  country  level.  However,  they 
would  be  available  for  a  shorter  time  and  be  aimed  at  more  imme- 
diate goals. 

Mr.  Menendez.  So  it  is  a  statement  of  policy  as  to  why  we  are 
spending  that  money,  you  are  saying.  That  is  a  factor,  but  the  re- 
ality is,  there  is  little  difference. 

Mr.  Schneider.  In  terms  of  use. 

Mr.  Menendez.  Well,  I  have  a  lot  of  questions  that  require  deter- 
mining policy,  but  just  one  more  of  either  vou  or  Secretary  Watson. 

Last  week,  or  now  it  is  2  weeks  ago,  tnough,  more  or  less,  but 
the  Secretary  of  State  was  here  and  in  response  to  one  of  my  ques- 
tions said  that  some  countries  in  Latin  America  have  graduated 
from  further  need  for  aid. 
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And  my  question  to  you  is,  can  you  tell  me  which  one  of  those 
countries  has  graduated?  And  finally  when  you  note  the  list  of 
countries  that  have  graduated,  I  will  assume  that  the  other  ones 
will,  in  fact,  still  be  in  need  of  aid? 

Mr.  Watson,  Well,  the  countries  to  which  the  Secretary  was  re- 
ferring where  AID  is  closing  down  its  missions  in  the  next  couple 
of  fiscal  years — fiscal  years  1995  and  1996.  Argentina,  Uruguay, 
Chile,  Belize,  and  Costa  Rica,  as  well  a  regional  office 
headquartered  in  Barbados.  Some  of  the  functions  in  that  office 
were  shifted  to  other  missions  elsewhere  in  the  region. 

Mr.  Schneider  can  address  these  closings  in  more  specific  terms. 

Those  were  the  countries  to  which  the  Secretary  was  referring. 
In  virtually  every  case,  our  programs  there  were  very  small.  But 
we  thought  that  it  was  consistent  with  the  overall  approach. 

We  really  focused  our  more  limited  resources  where  they  really, 
really  focused  on  building  democracy,  on  building  sustainable  de- 
velopment. We  closed  down  those  so  we  could  shift  resources  else- 
where. 

Mr.  Menendez.  So  the  rest  of  the  countries  in  the  Caribbean  and 
Latin  America  that  are  not  listed  among  those  would  still  be  in 
need  of  our  assistance  as  we  try  to  promote  some  of  our  three  pil- 
lars of  foreign  diplomacy  within  the  hemisphere? 

Mr.  Watson.  I  think  that 

Mr.  Menendez.  It  is  my  guess  that  this  was  such  a  success,  a 
university  of  who  graduated,  so  I  am  trying  to  determine  who  grad- 
uated so  I  know — I  know  approximately  some  who  have  graduated. 

Not  only  did  they  attend,  but  obviously,  I  want  to  know  the  uni- 
versity that  we  are  talking  about,  so  you  can  make  the  case  to  the 
rest  of  the  university. 

Mr.  Watson.  There  are  other  countries,  too,  Mr.  Chairman, 
where  oui'  aid  programs  are  very,  very  small,  focused  on  very,  very 
specific  targets,  that  might  be  considered  to  be  virtually  graduated 
to  allow  that  discussion.  Some  of  them  are  countries  like  Mexico  or 
Brazil,  where  we  focused  on  the — specifically  on  environmental 
plans  and  population  questions,  or  a  few  other  very,  very  specific 
topics. 

But  they  certainly  would  not  be  in  the  category  of  countries  that 
need  large-scale  assistance  from  us  or  from  the  multilateral  banks 
if  they  know  their  numbers. 

In  any  event,  I  wonder  if  I  could  just  come  back  to  one  question 
you  raised  earlier,  and  you  presented  it  Mr.  Schneider,  which  was 
on  El  Salvador. 

One  of  the  things  we  have  been  trying  to  do — I  recognize  there 
is  an  acute  need  for  funds  to  help  consolidate  the  participation 
process  there,  is  to  reach  out  to  other  donors,  who,  in  fact,  have 
been  quite  generous  in  El  Salvador  and  have  defended  it  as  much 
as  possible. 

Mr.  Schneider.  Could  I  add  just  one  point  there,  in  terms  of  the 
graduation  issue? 

In  those  countries  which  have  graduated,  it  is  in  terms  of  both 
per  capita  GDP  and  levels  of  human  development,  as  well  as  the 
strength  of  their  democratic  institutions. 

Certain  of  the  other  countries  which  are  not  designated  as  sus- 
tainable development  countries  with  full  bilateral  development  pro- 
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grams,  such  as  Brazil  and  Mexico,  there  is  a  global  objective  that 
is  of  extreme  importance  to  us,  such  as  protecting  the  environment 
and  most  of  our  funding  is  concentrated. 

On  these  global  issues,  we  are  providing  support  to  NGO's,  in 
other  words,  in  those  countries  aimed  at  those  global  problems. 

Mr.  Menendez.  Mr.  Ballenger. 

Mr.  Ballenger.  Thank  you,  Mr.  Chairman. 

It  is  time  to  discuss  some  inconsistencies  in  dealing  with  the  Car- 
ibbean area,  especially  with  reference  to  NAFTA.  There  are  people 
worried  to  death  about  NAFTA  and  what  it  has  done  to  the  Carib- 
bean Basin  Initiative.  They  feel  they  are  no  longer  competitive. 

I  do  not  know  this  is  necessarily  true.  But  in  reality,  the  amount 
of  American  investment  by  the  private  sector  in  Colombia,  Belize, 
El  Salvador  and  Guatemala  has  dropped,  but  not  much  in  Nica- 
ragua. 

But  would  it  not  make  sense  for  our  Grovernment  to  somehow  see 
what  we  might  be  able  to  do  to  equalize  the  competitiveness  for  the 
CBI  group?  Does  that  make  sense? 

Mr.  Watson.  Well,  Mr.  Congressman,  if  I  may  remark,  we  cer- 
tainly recognize  the  impact  that  NAFTA  will  have  on  certain  as- 
pects of  our  trading  relationships  with  countries  that  are  within 
the  Caribbean  Basin  Initiative,  including  Central  American  coun- 
tries as  well  as  the  Caribbean  countries  per  se. 

And  we  are  working  on  some  proposals  to  present  to  the  Con- 
gress for  dealing  with  that. 

That  our  agency's  proposals  are  here  in  Congress  today  by  either 
Representative  Gibbons  in  the  House  or  Senator  Gramm  in  the 
Senate  and  others  that  will  deal  with  this  in  one  way.  And  we  are 
working  on  proposals  to  bring  to  your  attention  very  soon. 

In  fact,  there  are  meetings  going  on  this  afternoon  to  try  to  bring 
this  to  closure.  There  are  very,  very  complicated  questions.  We 
want  to  make  sure  that  what  we  do  is  fair,  not  only  to  the  coun- 
tries of  the  CBI,  but  also  to  Mexico  and  Canada,  who  are  in  the 
NAFTA  arrangement  with  us,  and  develop  more  conditions  out  in 
one  place  than  another. 

But  where  people  are  aware  of  the  issue,  we  are  people  working 
on  it  to  try  to  find  at  least,  under  this,  at  least  some  aspects  of  that 
point. 

Mr.  Ballenger.  Well,  in  the  discussions  that  I  have  had  with 
businesses — mostly  plants,  in  El  Salvador  and  Guatemala — that 
have  tried  to  compete,  but  the  terms  of  NAFTA  have  cut  some  of 
the  plants  that  I  have  seen  down  there. 

They  feel,  in  a  very  short  time,  they  will  be  no  longer  competi- 
tive. And  we  have  the  likelihood  of  more  private  investment,  more 
revenue  in  those  areas.  Without  some  changes  in  the  arrangements 
we  have  now,  it  is  like  we  are  putting  a  stop  to  our  trading  rela- 
tionship. 

Private  money  is  probably  more  important  than  Federal  money 
to  a  country  that  has  come  to  life  like  El  Salvador,  as  you  say. 

Mr.  Watson.  It  is  certainly  brings  in  a  lot  of  money,  that  is  the 
case.  There  still  is  a  need  for  assistance  to  help  El  Salvador  get 
through  this  very  difficult — up  till  now,  they  have  been  extraor- 
dinarily successful  in  the  reconciliation  phase. 
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But  in  the  long  run,  sure,  private  capital  is  a  much  more  impor- 
tant factor. 

The  Mexicans  have  no  desire  to  gain  benefits,  if  you  will,  from 
NAFTA  against  private  money,  so  it  is  not  in  Mexico's  interest  to 
have  that  happen. 

So,  it  is  just  a  question  of  how  we  go  about  finding  a  way  to  off- 
set whatever  disadvantage  those  countries  have  suffered — and  cer- 
tain industries  from  the  approval  of  NAFTA. 

I  think  in  the  area  which  is  most  talked  about  and  just  to  give 
you  a  parallel  and  augment  this  example  where  the  industry  proc- 
ess will  eventually  disgorge,  we  are  certainly  focusing  on  that 
issue. 

Mr.  Ballenger.  In  Congressman  Gibbons's  bill  is  there  some 
kind  of  description  as  to  what  it  actually  proposes  and  how  to  go 
about  doing  something  right  along  these  lines?  I  did  not  know 
about  the  provisions  in  it. 

Just  so  I  am  ready,  I  had  better  get  a  copy  and  try  to  see  what 
is  in  there. 

Mr.  Watson.  From  my  understanding.  Congressman  Gibbons' 
bill  has  not  been  looked  at  now  in  several  months.  It  is  an — it  ad- 
dresses these  issues  directly. 

Maybe  the  administration  will  have  us  set  a  different  approach 
to  this,  but  I  do  not  want  to,  you  know,  announce  it.  It  certainly 
can  include,  without  explaining  these,  something  that  should  be 
forthcoming  in  that  area  in  a  matter  of  a  very  few  days. 

Mr.  Schneider.  Congressman,  if  I  could,  just  to  follow  up. 

President  Clinton,  when  he  met  with  the  Central  American 
Presidents,  made  a  commitment  to,  in  fact,  respond  to  that  problem 
that  you  have  raised.  And  the  interagency  process  that  is  now  un- 
derway is,  in  fact,  a  follow-up  to  that.  And  as  Ambassador  Watson 
said,  that  should  be  presented  shortly  to  the  Congress. 

Mr.  Ballenger.  I  had  the  basic  idea  that  in  the  discussions  I 
have  had,  there  was  really  some  commitment,  that  it  would  have 
a  very  positive  effect  on  the  attitudes  of  the  people  down  there. 

Mr.  Schneider.  Without  question. 

Mr.  Watson.  We  would  certainly  be  very  interested  in  working 
with  you  in  addressing  that  problem.  As  soon  as  we  are  able  to  say 
something  articulate  to  you,  we  will 

Mr.  Ballenger.  I  think  we  are  happy  to  work  with  all  parties 
on  that  construction. 

Basically,  in  the  long  run,  we  will  be  able  to  just  graduate  them 
out  of  the  countries  that  are  in  deep  need.  At  least  I  think  Guate- 
mala could  use  it,  as  well  as  El  Salvador.  Both  of  these  countries 
have  well  developed  light  industries  there.  I  think  we  can  assist 
them  when  we  try  to  help  expand  those  industries. 

Mr.  Menendez.  The  ranking  member,  Mr.  Smith. 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman. 

I  would  ask  that  my  statement  be  submitted  for  the  record. 

Mr.  Menendez.  No  objection. 

Mr.  Smith.  And,  I  do  have  a  series  of  questions  I  will  submit  for 
the  record.  Unfortunately,  I  must  return  to  a  hearing  which  Mr. 
Lantos'  subcommittee  is  holding,  at  my  request.  I  must  not  miss 
the  two  upcoming  witnesses. 
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The  committee  will  have  a  number  of  questions.  I  welcome  you 
to  the  subcommittee,  but  I  am  sorry  I  cannot  stay. 

Mr.  Watson.  Thank  you  very  much.  We  will  be  glad  to  respond 
to  your  questions  as  quickly  as  we  can. 

Mr.  Menendez.  Ms.  Ros-Lehtinen. 

Ms.  Ros-Lehtinen.  Thank  you  very  much,  Mr.  Chairman. 

Thank  you,  gentlemen,  for  your  testimony  and  for  your  answers 
to  our  questions. 

As  I  have  indicated  in  my  opening  remarks,  I  was  going  to  touch 
on  an  issue  which  is  of  great  concern  to  my  congressional  district 
because  I,  just  today — in  fact,  there  are,  right  this  very  minute, 
hundreds  and  hundreds  of  constituents  of  my  congpressional  district 
are  staging  a  protest  march  outside  of  the  consulate  suboffice — ^the 
Colombian  Consulate's  Office  in  the  Avon  region  to  protest  the  re- 
cent statement  made  by  the  President  of  Colombia  that  his  country 
would  allow — would  sell  oil  to  Castro. 

Knowing  of  Castro's  inability  to  have  access  to  hard  currency,  it 
would  seem  that  this  financial  agreement  would  literally  be  used 
as  a  subsidy  to  Castro. 

Although  sovereign  countries  have  the  power  to  control  their  own 
trade,  many  believe  that  the  Government  of  Colombia  is  doing  this 
mainly  as  a  tool  to  curry  favor  with  other  countries  as  he  tries  to 
move  up  the  ranks  in  at  least  some  international  organizations. 

Polls  that  were  just  done  last  night  indicate  that  the  Colombians 
did  attend  and  Colombia  understood  on  this  decision  to  have  been 
the  personal  decision  by  the  President. 

And  the  Colombian  community  here,  in  the  United  States,  is 
against  this  decision.  And  I  would  like  to  know  what  statement 
does  the  Department  of  State  want  to  make  that  would  encourage 
countries  not  to  gnve  a  lifeline,  an  economic  lifeline  too  fast,  and 
should  instead  join  us  in  our  efforts  to  isolate  the  dictator? 

It  seems  that  the  statement  of  the  President  of  Colombia  has  not 
been  put  into  place  as  an  economic  agreement  that  has  been 
signed,  so  that  the  statement  that  he  has  made  of  what  he  is  going 
to  do. 

So  I  think  that  if  the  State  Department  could  go  on  the  record 
asking  the  Colombian  Government  not  to  implement  this  accord, 
that  would  be  beneficial,  since  it  has  not  been,  apparently,  signed, 
as  a  signed  agreement  that — between  their  two  countries. 

So  I  would  like  to  know  the  official  position  of  the  Department 
of  State  on  this. 

Mr.  Watson.  I  am  delighted  to  discuss  this  issue  with  you.  In 
fact,  I  am  not  aware  of  a  statement  by  the  President  of  Colombia 
himself.  I  was  aware  of  the  statement  by  an  energy  minister  who 
visited  to  talk  to  Cubans  about  the  issue  of  oil. 

Now,  as  soon  as  we  heard  this  story  last  week,  I  raised  it  imme- 
diately with  the  Colombian  ambassador  here.  And  I  had  the  good 
fortune  on  Monday  to  have  a  meeting  with  him  and  the  under  min- 
ister of  traded,  Juan  Manual  Santos.  And  we  talked  about  it  again. 

To  date,  I  assure  you  that  there  is  no  such  arrangement.  That, 
you  know,  Cuba  gets  oil  by  a  variety  of  ways,  including  through 
brokers  that  have — some  independent,  some  owned  by  .^anericans. 
And  companies — oil 
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Ms.  Ros-Lehtinen.  Excuse  me,  Mr.  Secretary?  Who  are  those  in- 
dividuals you  had  mentioned? 

Mr.  Watson.  He  was  the  Ambassador  of  Colombia  here,  Gabriel 
Silva.  I  saw  him  last  week  and  then  again,  he  got  me  introduced 
to  Juan  Manual  Santos,  the  Minister  of  Industry  and  Trade  of  Co- 
lombia, who  was  here  to  talk  to  Mickey  Kantor  and  others  about 
future  trade  relations  between  us  and  Colombia. 

And,  of  course,  until  then,  we  will  raise  this  issue  with  you.  And 
yet,  both  assured  me  and  Ambassador  [Avinchet],  who  in  response 
to  my  first  conversation,  that  there  is  no  such  deal.  That  what  the 
Cubans  were 

Ms.  Ros-Lehtenen.  This  conversation  took  place  when,  Mr.  Wat- 
son? 

Mr.  Watson.  The  second  conversation  was  Monday  of  this  week. 

Ms.  Ros-Lehtinen.  Monday? 

Mr.  Watson.  Of  this  week.  They  said  that  the — the  idea  is,  that 
oil  goes  to — Colombian  oil  ends  up  going  to  Cuba.  The  Cubans  act 
through  a  variety  of  mechanisms,  perfectly  legitimate  mechanisms, 
on  the  world  oil  market,  and  the  Cuban  suggestion  was,  why  not 
just  don't  they  just  do  it  directly  rather  than  through  middlemen? 

The  Colombians  went  to  explore  that.  The  Cubans  then,  if  I  un- 
derstand correctly,  presented  a  proposal  with  rather  long  terms  of 
credit  to  this.  These  would  not  be  considered  to  be  market  terms. 
And  our  policy,  at  least  in  any  transactions  that  are  done  with  the 
Cubans,  certainly  must  be  done  in  accordance  with  market  terms. 

Market  terms  in  the  case  of  a  country  like  Cuba  with  a  country 
like  Colombia,  where  the  Cubans  owe  the  Colombians  $40  million, 
and  they  have  an  arrangement  to  do  business  with  Cuba  whereby 
they  are  supposed  to  take  a  percentage  of  their  exports — the  exist- 
ing exports — and  turn  them  over  to  the  Colombians  to  pay  off  this 
$40  million,  but  they  haven't  paid  1  cent  yet. 

That  kind  of  a  situation  would  not  be  market  terms,  so  that  the 
Colombians  couldn't  send  them  tons  of  credit  that  had  been  men- 
tioned in  the  newspapers. 

So  they  assured  me  that  this  deal  has  not  occurred  and  is  not 
likely  to  occur. 

Ms.  Ros-Lehtinen.  It  seems  that  there  must  be  sort  of 
miscommunication  because  the  statements  that  let  some  officials 
from  Colombia  made  to  the  Spanish  language  networks  indicate 
quite  the  contrary  to  those  statements.  That  the  arrangements  are 
being  worked  on,  that  the  agreement  has  not  been  signed.  I  believe 
that  is  the  point. 

That  it  has  not — it  is  not  put  in  place,  but  that  the  negotiations 
are  being — or  have  taken  place  for  direct  sales  of  crude  oil.  And  I 
am  just  unsure  whether  maybe  from  Monday  till  today,  something 
might  have  transpired. 

But  you  known,  the  Spanish  network  has  done  a  fairly  good  job 
of  tracking  this  and  it  has  been  on  the  news,  at  least  in  my  commu- 
nity, for  about  5  days  straight  and  no  Colombian  official  has  been 
interviewed  saying  that  this  is  not  going  to  happen.  In  fact,  they 
have  been  saying — justifying — justifying  the  same. 

Mr.  Watson.  Well,  I  can  only  make  three  points. 
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One,  which  I  just  conveyed  to  you,  what  the  minister  of  trade 
told  me  in  no  uncertain  terms.  There  could  be  circumstances  since 
then  of  which  I  am  not  aware.  It  is  certainly  possible. 

Two,  our  opposition  to  this,  we  made  it  loud  and  clear  again  last 
week  and  again  on  Monday. 

Three,  we  will  indeed  follow  this  very  closely  and  I  will  report 
your  concern  right  now  to  Ambassador  Silva  and  suggest  that,  if 
in  fact  what  they  told  me  on  Monday  was  the  case,  that  they 
should  probably  go  ahead  and  make  that  known  publicly. 

Ms.  Ros-Lehtinen.  That  is  wonderful. 

Congressman  Lincoln  Diaz-Balart  and  I  have  sent  a  letter  ex- 
pressing our  concern  and  our  strong  opposition.  As  of  2  days  ago, 
we  have  not  had  a  response.  And  we  sent  that  on  Friday,  with  sev- 
eral folks,  and  we  have  not  had  a  response. 

But  I  would  appreciate  it  if,  in  the  coming  hours,  if  you  would 
contact  his  office,  as  this  is  of  great  concern  to  me  and  the  constitu- 
ents my  district. 

Mr.  Watson.  Absolutely. 

Ms.  Ros-Lehtenen.  Thank  you  for  the  message. 

Mr.  Menendez.  Thank  you.  I  have  a  couple  more  questions  and 
then  maybe  a  couple  members  have  some. 

Just  as  a  note,  I  find  Ms.  Ros-Lehtinen's  concerns  valid — and  so 
when  you  meet  with  him,  so  I  would  appreciate  you  saying  they  are 
my  concerns  as  well. 

Ms.  Ros-Lehtinen.  Mr.  Chairman,  if  I  may?  The  reason  that  we 
did  not  get  to  circulate  that  letter,  it  was  done  late  Friday  and  just 
got  it  out  quickly.  And  maybe  I  did  not,  in  fact,  coordinate  with 
m£uiy  members  working  with  a  statement,  so  I  apologize.  It  was 
only  a  time  issue. 

Mr.  Menendez.  And  one  other  question.  You  said  before  the 
President  is  going  to  meeting  with  democratically  elected  Presi- 
dents of  the  Western  Hemisphere. 

Mr.  Watson.  Yes,  sir. 

Mr.  Menendez.  Was  there  any  abridgement  of  that  term  that 
has  happened  that  I  do  not  know  about?  Democratically  elected 
members  of  the  hemisphere? 

Mr.  Watson.  No,  none  that  I  can  think  of. 

Mr.  Menendez.  There  is  a  suggestion  by  some,  I  understand, 
that  it  should  be  more  pervasive  tnan  democratically  elected  mem- 
bers of  the  Western  Hemisphere.  So  I  just  want  to  make  sure  noth- 
ing has  changed. 

Mr.  Watson.  Democratically  elected  heads  of  state  or  govern- 
ment, as  the  case  may  be,  in  that  hemisphere,  from  Canada  south. 

There  is  only  one  that  we  could  think  who  was  not  democrat- 
ically elected  and  that  person  has  not  been  included. 

Mr.  Menendez.  All  right,  thank  you. 

Well,  let  me  ask  you — what  was  language  not  included  is  getting 
back  to  the  main  purpose  of  the  hearing,  on  other  regions  such  as 
Latin  America: 

We  had  one  individual  stressing  the  importance  of  assistance  to 
sub-Saharan  Africa,  of  Israel,  of  essential  stability.  Why  was  some- 
body not  here  to  do  that  for  Latin  America? 

Mr.  Watson.  Mr.  Chairman,  I  can  tell  you  that,  again,  that  in 
looking  at  the  sustainable  development  title,  which  is  where  we  fo- 
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cused  the  attention,  the  effort  was  to  have  as  much  focus  on  strate- 
gic objectives,  rather  than  on  countries.  There  was  some  expression 
of  concern  in  some  instances  where  there  was  funding  coming  from 
other  sources.  Coming  from  the  Defense  Department,  for  example. 

That  there  was,  therefore,  a  desire  to  designate  those  resources 
within  the — ^the  other  title.  But  we  within  the  sustainable  develop- 
ment title,  there  was  an  effort  to  limit  it  to — ^for  the  broad  objec- 
tives within  those  four  priorities,  with  respect  to  broad-based  eco- 
nomic growth,  population,  et  cetera. 

That  was  the  consistent — that  was  the  beginning  effort  of  the  ad- 
ministration in  our  consultations  prior  to  submission  of  the  bill. 

Mr.  Menendez.  Well,  it  seems  to  me  the  United  States  is  vulner- 
able to  the  charges  that  we  aren't  willing  to  come  forward  to  Latin 
America,  that  we  aren't  willing  to  provide  funds,  or  even  the  mes- 
sage that  we  believe  that  Latin  America  and  our  neighbors  are  im- 
portant to  securing  a  lasting  peace  as  well  as  in  several  countries 
where  there  are  imminent  peace  processes  under  way. 

I  really  do  not  imderstand — I  really  do  not  know.  It  is  like  any- 
thing else.  You  know,  when  one  is  in  a  room — when  I  go  back  in 
my  district  and  I  have  a  bunch  of  public  officials,  when  I  go  to  an- 
swer one  of  them,  if  I  miss  one  of  them,  I  am  in  big  trouble. 

Let  me  ask  you  this  one. 

Mr.  Watson.  Could  I,  Mr.  Chairman,  just  say  one  thing?  Also, 
the  other  side  of  it  is 

Mr.  Menendez.  Everybody  in  the  room. 

Mr.  Watson.  The  administration  really — and  I  think  that  one 
would  have  to  look  broadly,  this  administration.  President  Clinton, 
all  of  us,  recognize  and  are  concerned  with  the  priority  restoration 
of  Latin  America. 

No  more  important  expression  of  that  is  in  what  we  were  just 
discussing,  which  was  the  announcement  by  President  Clinton  of 
the  Western  Hemisphere  Summit  of  democratically  elected  Presi- 
dents. Or  in  the — essentially,  the  commission  of  a  tremendous 
amount  of  resources  to — political  resources  to  obtain  the  approval 
of  NAFTA. 

And  clearly,  this  administration  recognizes  the  linkage  between 
development  in  Latin  America  and  development  here. 

Mr.  Menendez.  I  understand.  But  I  am  concerned  that  NAFTA 
is  our  panacea  for  all  of  Latin  and  Central  America  and  the  Carib- 
bean. And  I  want  to  strengthen  the  President's  hand,  not  weaken 
it.  Everybody  knows  that. 

I  want  the  conference  to  be  meaningful  to  the  Caribbean  and 
Central  and  South  America.  But  I  just  think  that  we  undercut  our 
words  of  what  the  message  is. 

You  know,  is  it  realistic,  let  me  ask  you — either  one  of  you — to 
respond,  specifically.  Ambassador  Watson. 

Is  it  realistic  to  believe  that  increased  trade  can  bring  equal  ben- 
efits to  the  region  as  part  of  your  foreign  assistance  for  all  coun- 
tries that  need  it? 

Mr.  Watson.  I  think  that,  whereas  NAFTA  and  gradual  expan- 
sion of  free  trade  arrangements  in  the  hemisphere  is  probably  the 
single  most  dynamic  issue  for  stimulating  economic  gn*owth  and 

Mr.  Menendez.  Well,  but  we  acknowledge — if  you  will  just  stop 
a  moment — I  do  not  mean  to  interrupt — but  we  acknowledge  that — 
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even  the  Secretary,  when  I  asked  him  to  suggest  some  countries 
that  were  poised  for  that,  hesitant  though  they  might  be,  but  men- 
tioned two  or  three. 

So,  that  is  a  lot  of  Central  and  South  Americans  and  Caribbeans 
that  are  not  poised.  In  the  matter  of  the  Caribbean,  very  few  are, 
in  this  relation. 

So  my  point  is,  are  we  not  sending  the  wrong  message  to  all  that 
specifically. 

Trade  is  a  very,  very  important — a  very  important  tool.  But  are 
going  to  give  them  the  wrong  message,  that  this  a  rousing  ploy? 
Are  we  not  raising  expectations  beyond  reasonable  effects? 

Mr.  Watson.  No,  I  think  that  is  a  very  valid  point.  I  was  merely 
going  to  add  that  NAFTA  and  expanded  trade  is  the  most  dynamic 
engine  of  growth  in  the  hemisphere.  It  is  not  the  only  one  and  it 
is  going  to  take  time.  There  is  no  question  about  that. 

I  mean,  we  are  still  in  the  process,  like  we  are  on  dealing  with 
the  CBI  countries  in  NAFTA,  we  are  still  in  the  process  of  develop- 
ing our  response  to  the  NAFTA  legislation,  which  requires  certain 
lists  of  countries  and  things  to  be  presented  by  the  administration 
to  Congress  by  July  1.  And  some  of  them  have  to  do  with  requests 
for  authority  to  negotiate  and  a  whole  lot  of  steps  to  be  followed. 
Plus,  there  are  putting  all  of  the  various  conditions  which  were  es- 
sential to  the  approval  of  NAFTA,  which  I  would  be  glad  to  name 
as  well. 

So  this  is  going  to  be  a  process  that  is  going  to  take  some  time. 
How  fast  it  will  go,  we  do  not  know  at  this  point.  It  is  not  going 
to  be  the  answer  to  everybody's — and  it  is  not  going  to  be  a  pana- 
cea in  the  short  run. 

And  also,  as  we  suggest,  there  are  countries  for  whom  increased 
trade  with  the  United  States  and — ^free  trade  with  the  United 
States — will  be  much  less  limited  than  to  others.  The  question, 
though,  then,  in  some  of  those  countries,  specifically  some  the  other 
kinds  of  assistance  they  get  from  either  from  us  or  other  countries 
or  from  multilateral  institutions.  And  a  more  creative  approaches 
which  have  not  focused  enough  funds  there. 

The  fact  that  we  have  been  successful  in  the  Central  American 
countries,  particularly  with  the  major  kind  of  progress  we  have 
been  making  lately,  in  consolidating  or  in  simply  crafting  demo- 
cratic structures  and  getting  good  systems  of  justice  there  and 
could  give  investors  confidence  that  they  would  be  able  to  be  treat- 
ed fairly  over  time. 

And  you  will  find  that  considerable  investment  and  trade  could 
make  a  big  difference  in  Central  America,  particularly  if  they  inte- 
^ate  their  own  economies  there.  But  there  are  small  island  states 
in  the  Caribbean,  for  instance,  for  which  this  doesn't  work.  And  in 
any  case,  the  trade  is  going  to  take  some  time. 

Hence,  our  argument  here,  perhaps  not  in  such  strong  adjectives 
as  your  own,  for  the  need  for  assistance  for  focusing  particularly 
on  those  countries  that  need  to  have  their  democracies  consolidated 
and  need  to  have  their  struggle  against  the  narcotics  cartels  and 
other  support. 

Mr.  Menendez.  You  know,  I  find  it  interesting.  We  had  a  meet- 
ing with  a  panel — we  had  a  meeting  with  members  and  Mr.  Brown, 
Lee  Brown,  who  is  our — I  am  not  sure  what  is  his  title,  but  it  his 
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title  was  drug  czar — I  do  not  think  that  is  the  title,  but  whatever 
the  appropriate  title  is. 

And  you  know,  when  pressed  by  Mr.  Oilman  on  various  questions 
of  narcotics  enforcement  and  reduction  of  the  planting  of  different 
narcotic  products,  you  know,  one  of  the  answers  was,  was  that 
many  of  these  countries,  those  farmers  who  need  it  as  a  crop. 

And  what  my  concern  is,  on  a  different  level  again,  not  only  in 
terms  of  just  not  overemphasizing  trade,  but  as  he  has  very  well 
pointed  out,  certainly  to  certain  indigenous  peoples  in  Central  and 
Latin  America  and  also  to  people  in  that  45,  46  percent  poverty 
level,  there  is  less  benefit  to  them. 

Also,  as  we  try  to  reduce  the  production  of  the  crops,  we  do  not 
allocate  the  resources,  is  another  goal  that  we  are  trying  to  accom- 
plish. 

So,  you  know,  I  see  us  spending  money  in  a  certain  way  and  then 
not  focusing  on  the  other.  In  that  respect,  for  a  narcotics  country, 
could  you  tell  me  why  the  proposed  fiscal  1995  budget  request  of 
at  least  $155  million  for  narcotics  and  crime  for  Latin  America  is 
written  under  the  heading  of  "Promoting  Peace"  and  last  year  the 
narcotics  budget  for  the  region  was  about  $54  million?  It  is  a  dra- 
matic jump  for  the  region. 

Mr.  Watson.  Well,  I  think  that  what  has  happened  this  year, 
and  I  just  touched  on  one  sentence  in  my  opening  statement,  a  va- 
riety of  different  programs  that  actually  did  not  contribute  to  the 
countemarcotics  efforts — they  were  never  quite  defined  as  that — 
and  put  together  under  a  chapter  so  that  it  was  more  transparent 
for  everybody  to  see  that  these  are  programs,  some  of  them  are 
well  known — ESF  or  Foreign  Market  Area  Financing  or  even  mili- 
tary training  and  things  like  that — and  it  is  realized  that  develop- 
ment assistance  involves  endless  decisions  to  put  together  into  a 
new  category  which  will  be  managed  overall  by  the  International 
Narcotics  Matters  Bureau  in  the  State  Department. 

They  are  working  very  closely  in  the  case  of  the  Western  Hemi- 
sphere which  would  mean,  of  course,  that  administrator  Schneider 
has  put  together  a  program  to  make  success  along  the  line  of  the 
funding.  So  I  think  that  you  see  that  the  combination  of  programs 
in  the  past. 

We  would  be  glad  to  sit  down  with  your  staff  and  sort  of  run 
through  the  numbers,  which  include  what  you  are  proposing  this 
year,  compares  with  what  had  been  proposed  last  year,  which  took, 
of  course  a  severe  cut. 

Mr.  Menendez.  But  in  the  broad  sense,  what  you  are  telling  me 
is  that  the  money  is  not  greater.  It  is  that  just — a  compilation  of 
this  program  placed  under  this  heading  or  is,  in  fact,  the  money 
greater  tnan  was  on  this  one? 

Mr.  Watson.  No,  sir,  we  believe  that  that  the  sum  for  narcotics, 
described  the  way  that  I  have — part  of  mv  requirement  was  to  de- 
scribe it  the  way  that  I  just  tried  to  descrioe  it,  is  greater. 

We  tried  to  restore  some  of  the  cuts  that  were  made  last  year. 

Mr.  Menendez.  Do  we  have  a  tentative — how  much  more  it  is 
than  previous? 

Mr.  Watson.  My  recollection,  it  is  something  like  $54  million, 
something  like  that.  I  would  have  to  check  the  record  and  get  back 
to  you. 
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Mr.  MElsfENDEZ,  If  you  would. 

You  think  that  for  there  will  be  more  overall? 

Mr.  Watson.  I  think  it  is — in  fact,  the  number  I  gave,  I  was  not 
too  far  off.  It  is  going  to  be  about  $55  million. 

Mr,  Menendez.  My  last  question  for  you  is,  where  is  the  pro- 
gram for  trade  and  investment  in  our  budget  priorities?  Where  is 
the  program  which  outlines  the  strategy  for  trade  and  investment, 
such  as  the  Enterprise  for  the  Americas  or  similar  programs,  for 
Central  and  Latin  America  and  the  Caribbean? 

Mr.  Watson.  Well,  I  think — I  mean,  certainly,  NAFTA  and  the 
further  extension  of  free  trade  agreements  is  a  dramatic  example 
of  one  of  the  components  of  the  Enterprise  to  the  Americas  initia- 
tive. It  is  one  in  our  arsenal. 

With  the  Multilateral  Investment  Fund  and  other  efforts  to  pro- 
mote investment  through  the  Multilateral  Development  Banks,  we 
are  also  continuing  to  look  for  ways  to  find — to  get  reductions.  The 
debt  crisis  is  not  what  it  was  a  wnile,  but  it  is  still  there.  It  is  still 
very  important  to  some  countries  to  find  ways  that  debt  reduction 
can  be  used  for  development  programs;  for  instance,  in  the  environ- 
ment and,  far  more  generally,  for  child  health  and  child  care  ques- 
tions. 

Some  of  these  things  are  complicated.  They  are  different  in 
points  of  view  and  Congress  is  of  the  intent  and  anxious  as  to  how 
we  go  about  doing  it.  We  think  that  it  makes  sense. 

But  I  think  that  our  overall  policy,  Mr.  Chairman,  of  working  on 
trade  and  this  aid  to — assistance  programs  that  we  presented  here 
today,  we  are  continuing  to  look  at  that  issue. 

And  of  course,  as  I  tried  to  state  in  my  brief  statement,  support 
for  the  Multilateral  Development  Banks.  We  have  the  kind  of  re- 
plenishment of  the  Inter- American  Development  Bank's  resources 
that  we  would  hope  to  have,  including  negotiations  next  month. 
That  will  be  the  place  for  many  more  resources  going  into  market — 
free  economy  items. 

Mr.  Menendez.  I  keep  hearing  net  projections.  How  much  are  we 
talking  about  here,  Mr.  Ambassador? 

Mr.  Watson.  Well,  we  are  still  struggling  in  determining  the  sit- 
uations, Mr.  Chairman.  As  you  know,  there  are  different  views  in 
the  Congress  on  how  that  should  be  done.  It  is  complicated,  you 
see,  by  having  storms  yet  on  how  you  would  put  it  in  a  budget  side, 
on  how  you  are  going  to  deal  with  it. 

So  we  are  not  prepared  yet  to  come  forward  with  a  proposal,  but 
until  you  get  the  assembly  on  this,  this  can  be  a  very,  very  radical 
and  low  cost  way  to  provide  some  additional  funds,  going  beyond 
what  we  have  got  here,  to  the  kinds  of  the  things  that  are  really 
going  to  work. 

Mr.  Menendez.  Well,  I  understand  that  you  would  like  the  op- 
portunity to  stress  and  promote  sustainable  development  in  the 
Western  Hemisphere. 

Mr.  Watson.  Well,  in  the  past,  see,  what  they  would  do  is,  they 
would  no  longer  have  to  repay  the  debt  in  foreign  exchange.  They 
would  repay  the  debt  in  local  currency  that  would  go  into  a  fund 
that  is  used  for  specific  projects  that  would  be  defined  by  our  Gov- 
ernment and  the  government  in  question,  focusing  on  the  environ- 
ment and  sustainable  development. 
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Mr.  Menendez.  Well,  I  want  to  thank  you  both  of  you  for  staying 
here  for  a  period  of  time  and  for  your  testimony.  I  heard  a  lot  of 
what  you  said  and  agree  with  a  lot  of  your  requests.  I  do  not  be- 
lieve that,  with  all  due  respect,  that  NAFTA,  which  we  all  hope  is 
going  to  work — and  the  fact  is,  we  all  want  it  to— is  a  panacea  for 
everything  in  Latin  America  and  Central  America  and  the  Carib- 
bean. It  is  not  supposed  to  be. 

Whenever  we  asked  a  question,  it  always  started  with  NAFTA. 
Well,  I  imderstand  that,  but  right  now  that  certainly  is  not  going 
to  help  46  percent  of  the  people  who  are  in  poverty  in  Latin  Amer- 
ica. 

And  that  is  really  a  problem,  both  for  this  country  and  every 
place  else  in  the  world.  It  is  not  going  to  help  the  indigenous  people 
who  have  great  troubles  in  many  parts  of  the  world,  including  our 
NAFTA  partners. 

And  I  think  that  when  we  send  the  President — when  the  Presi- 
dent goes  to  that  hemispheric  conference,  which  is,  I  think,  going 
to  be  very  historic,  we  would  really  like  to  strengthen  his  hand  and 
be  sending  the  right  message  to  our  neighbors,  for  once. 

We  are  willing  to  invest  in  sustainable  development,  in  peace,  in 
democracy,  and  not  simply  in  hopes. 

Thank  you  very  much  for  being  with  us. 

Mr.  Schneider.  Thank  you,  Mr.  Chairman. 

Mr.  Watson.  Thank  vou,  Mr.  Chairman. 

Mr.  Menendez.  The  hearing  is  ended. 

[Whereupon,  at  2:31  p.m.,  the  subcommittee  was  adjourned.] 
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Mr.  Chairman,  today's  hearing  will  serve  as  a  helpful  backdrop  for  our  hearing  next 
week  with  Assistant  Secretary  Alexander  Watson  and  AID  Deputy  Administrator  Mark 
Schneider.  I  appreciate  very  much  our  witnesses  taking  the  time  to  prepare  testimony  and 
discuss  with  us  U.S.  foreign  assistance  for  our  hemisphere. 

I  am  committed  to  work  with  you,  Mr.  Chairman,  with  NGOs,  the  Administration  and 
key  individuals  in  these  various  countries  to  formulate  our  limited  foreign  aid  dollars  so  that 
we  promote  economic  vitality  based  on  free  market  principles,  and  political  stability  based 
on  constitutional,  representative  government.  Mr.  Chairman,  these  are  principles  on  which 
we  should  all  be  able  to  agree. 

In  several  countries,  the  solid  commitment  to  reform  state-controlled  economies  and 
permit  the  marketplace  to  reign  has  reaped  significant  beneHts  for  their  citizens.  But,  as 
many  as  45%  of  the  people  in  Latin  America  continue  to  live  in  poverty.  The  future  of  the 
region  is  young,  with  about  half  being  under  the  age  of  fifteen,  and  the  birthing  pangs  of 
economic  reforms  seem  to  be  unbearably  harsh.  Somehow  we  must  encourage  leaders  to 
be  unwaivering  in  their  commitment  to  these  necessary  economic  reforms  and  help  generate 
markets  which  will  foster  growth. 

We  are  witnessing  also  the  second,  third  and  fourth  generations  of  popular, 
democratic  elections,  but  the  roots  of  democracy  in  some  countries  in  Latin  America  remain 
shallow.  Unfortunately,  unchecked  bribery,  influence-peddling  and  corruption  undermine 
the  confidence  which  citizens  should  have  in  their  elected  government.  Our  relations  -  both 
public  and  private  -  with  these  nah^.ent  democracies  must  focus  on  building  up  and 
reinforcing  democratic  institutions  necessary  for  representative  government  to  function.  I 
believe  we  must  constantly  fine  tune  the  assistance  we  provide  keeping  in  mind  the 
objectives  of  our  foreign  assistance  ~  moving  these  economies  and  governments  to 
independence,  not  dependence. 

Again.  Mr.  Chairman,  thank  you  for  conducting  our  hearing  today.   I  look  forward 

to  hearing  the  views  of  our  witnesses. 
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I  would  like  to  thank  the  Subcommittee  on  Western 
Hemisphere  Affairs  for  the  invitation  to  testify  today  on   "The  Clinton 
Administration's  FY  '95  Foreign  Aid  Request  for  Latin  America  and 
the  Caribbean."       As  you  know,  the  outcome  of  the  current  debate 
over  the  administration's  foreign  aid  reform  proposal  is  vital  to  the 
development  of  an   effective  United   States   policy   towards   Latin 
America  in  the  post-Cold  War  era,  and  I  am  grateful  for  the 
opportunity   to  contribute   to   this   debate. 

I   welcome   the   emphases   upon   sustainable   development   and 
democracy   that  are  expressed  in   the  draft  of  the   "Peace,   Prosperity, 
and  Democracy  Act  of  1994."     However,  I  do  share  the  concerns  of 
numerous   analysts   of  the   bill   that  human  rights   should   be 
specifically   promoted   as   well  as  democracy,   that  any   military   or 
police  aid   programs   should   be  rigorously  conditioned   upon   human- 
rights   performance,   and   that   greater  effort   should   be   made   to   apply 
both    sustainable-development    and    human-rights    concerns    to 
multilateral    economic    aid    programs.^ 


'See   for  example  the  testimonies  of  Donald  M.   Fraser  to  the  Committee  on 
Foreign   Affairs.  U.S.   House  of  Representatives,  February  9,    1994;   and   Caleb  S. 
Rossiter   to    the    Subcommittee    on    International    Economic    Policy,    Trade,    Oceans 
and    Environment.    U.S.    Senate,    February    22.    1994. 
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However,  as  a  Latin  Americanist,  I  will  focus  today  upon  my 
concerns  about  the  bill  relevant  to  Latin  America.     I  am  sorely 
disappointed  by  the   lack  of  specific  recommendations  for  Latin 
America  in   the   bill,   and  worried  about  the  possible  drastic   plummet 
in  aid  to  the  region.     Although  specific  figures  are  not  available  to  me 
at  this  lime,  I  understand  that  aid  to  Latin  America  may  decline  from 
$1.9  billion  in  FY  1990  to  only  about  $400  million  in  FY  1994.2    in 
other  words,  FY  1994  aid  would  be  a  mere  21%  of  FY  1990  levels-- 
obviously  a  cut  of  drastic  dimensions. 

I  will  begin  by  discussing  the  continued  importance  of  Latin 
America  to  the  United  States.     Then,  I  will  make  a  case  for  the  need 
for  U.S.  assistance  to  the  region.    Finally,  I  will  specify  the  kind  of  aid 
programs  that  I  consider  most  advantageous  for  U.S.  objectives  and 
Latin    American   needs. 

I.       The    Continued    Importance    of    Latin    America    to    the 
United     States 

Key  U.S.  interests  in  Latin  America  are  similar  to  those 
elsewhere  in  the  world,  and  are  highlighted  in  the  title  of  the  foreign 
aid  bill  before  us  today:     the  preservation  of  peace;  support  for 
sustainable   development   and   prosperity;   and   the   advance   of 
democracy  and  human  rights.       As  the  draft  bill  indicates,  these  goals 
are  inter-related.        Let  me  elaborate  with  Latin  American  examples. 

In  Latin  America,  the  record  is  clear  that  peace  is  threatened 
when  democracy  does  not  prevail.       During  the  1980s,  direct  U.S. 
military    intervention    occurred   against   Panamanian   dictator   Manuel 
Noriega  and  against  a  bloodstained  regime  in  Grenada,  incurring  the 
loss  of  American  lives  as  well  as  many  more  Panamanian  and 
Grenadian  lives.     It  was  an  Argentine  military  government  that 
initiated  military  action  to  take  the  Falkland  Islands.     Also,  only 
dictatorships-Porifirio  Diaz  in  Mexico  in   1910,  a  military  junta  in 
Bolivia  in   1952,  Fulgencio  Batista  in  Cuba  in  1958,  and  Anastasio 
Somoza   in    1979"have    provoked   successful   revolutionary 
movements  in  Latin  America.       Most  saliently  today,  the  lack  of 
democratic  credentials  of  the  Mexican  regime  is  one  reason  for  the 


-Figure   for  FY    1990   from   U.S.    Agency   for  International   Dcveloment,   U.S. 
Overseas    Loans    and    Grants    and    Assistance    from    International    Organizations, 
Uly   1,   1945-Sepiember  30.   1991,  p.  35.     Figure  for  FY  1994  from  a  speech  by 
Ambassador    Alexander    Watson,    Assistant    Secretary    of   State    for    Inter-American 
Affairs,    November  4,    1993. 


56 


emergence  of  the  Zapatista  National  Liberation  Army;  and,  if 
democratic  rules  are  not  respected  in  El  Salvador  in  the  upcoming 
March  election,  a  return  to  bloodshed  there  cannot  be  ruled  out. 

In  turn,  the  consolidation  of  democracy  is  also  greatly 
facilitated  by  successful  sustainable  development.     As  I  will  discuss 
in  the  next  section  of  my  testimony,  the   1980s  were  a  disastrous 
decade  for  most  of  the  people  of  Latin  America.     I  strongly  believe 
that  the  declining  living  standards  in  the  region  are  the  main  reason 
why  democracy  has  eroded  in  much  of  South  America  in  the  last  few 
years. 

However,  while  our  foreign-policy  objectives  for  Latin  America 
are  essentially  the  same  as  elsewhere,  the  region  is  important  for 
somewhat  different  reasons.       Fortunately,  of  course,  the  region  is  not 
the  location  of  nuclear  warheads.     Nor,  given  the  smaller  population 
of  Latin  America,  do  its  economies  hold  the  same  potential  for  many 
U.S.  companies  as,  say,  the  Chinese. 

However,  the  Latin  American  nations  are  our  neighbors.     This  is 
a  very  basic  fact  that  seems  to  be  neglected  in  the  foreign  aid  bill 
before  us.     This  proximity   has  important  implications,  implications 
that  most  of  us  are  aware  of  but  are  not  mentioned  in  the  bill:     1) 
larger  numbers  of  emigrants  to  the  United  States  are  occasioned  by 
repressive  regimes   and   by   socioeconomic   destitution   in   Latin 
American  than  in  other  regions;  2)  upon  the  freeing  of  markets, 
increases  in  trade  and   investment  should  be  relatively  easy  to 
achieve;   3)  environmental   conditions   in   the   United   States   are   more 
directly   affected   by   environmental   degradation   in   Latin   America 
than    elsewhere. 

And,  perhaps   most  importantly,  Latin  America  is  more  closely 
watched  by  other  countries  as  a  test-region  of  American   foreign- 
policy  commitments  on  democracy  and  human  rights.     Latin 
American  citizens  not  only  live  close  to  us,  but  in  our  eyes  and  in 
theirs  they  are  "Western"  relative  to  the  peoples  of  Asia,  the  Middle 
East,  or  Africa. 3       The  ancestry  of  most  Latin  American  leaders  is 
European,  and  Catholicisim  is   the  dominant  religion. 


3 For  a  detailed  discussion  of  this  poim.  see  Samuel  P.   Huntington,  "The  Clash  of 
Civilizations "    (7CHECK?)    Foreign  Affairs.    (GET) 
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The   relative   proximity   and   cultural   similarity   between   the 
United   States  and   the  Latin   American  countries   signify   that   the 
advance  of  the  values  fundamental  to  our  society  is  of  greater 
symbolic  importance  for  U.S.  global  leadership  than  the  advance  of 
these  values  in  more  distant  areas.     If  American  ideals  of  democracy, 
human  rights,   and  equal   opportunity   are  not  gaining   ground  in   Latin 
America,  leaders  in  other  Third  World  regions  are  less  likely  to 
believe  that  the  advance  of  these  values  is  viable  in  their  countries, 
and  less  likely  to  believe  that  the  United  States  is  serious  about 
encouraging    their    advancement. 

Can  we  find  important  examples  of  non-Latin  American 
leaders'   looking  to  the  Latin  Americans'  democratic  record  and  the 
U.S.  response  to  that  record?     Yes.     Perhaps  the  most  significant,  but 
not  frequently  mentioned  example,  was  Boris  Yeltsin's  looking  to 
Peruvian   president  Alberto   Fujimori's   dissolution   of  the   Peruvian 
legislature   and   assumption   of  near-dictatorial   powers   [the   so-called 
autogolpel.     "As  cenainly  as  [Fujimori's]  advice  was  asked,  [it  was] 
received  [by  Boris  Yeltsin],"  concluded  the  correspondent  for  The 
Economist.'^ 

IL       The    Need    for    United    States    Assistance    to    Latin    America 

As  the   1990s  began,  the  image  of  Latin  America  improved 
markedly  in  the  United  States.     The  debt  crisis,  which  had  wracked 
the  region  during  the  "lost  decade"  of  the  1980s,  eased.     Politically,  a 
democratic  wave  swelled.     However,  this  conventional  image  was  too 
optimistic-as  is  inceasingly  clear  today.     There  are  serious  economic 
and  political  problems  in  Latin  America  that  warrant  U.S.  attention;  if 
we  do  not  at  least  try  to  help,  citizens  in  many  nations  in  the  region 
will  perceive  the  United  States  as  callous. 

A.  "The  Lost  Decade"  and  its  Aftermath:    The  Economic  Debacle 
of  the   1980s  and  Its  Political  Implications 

Despite  popular  U.S.  perceptions,  the  debt  crisis  continues  to 
take  a  heavy  toll  upon  many  South  American  countries.       As  of  1991, 
total  Latin  American  debt  remained  at     more  than  $400  billion;  debt 
service  was  approximately  $25   billion,  amounting  for  22%  of  Latin 
American   exports   of  goods   and  services.^ 


•*The    Fcnnnmist.   December  4.   1993 

5Vanous  issues  of  the  IMFs    World    Ecnnnmic    Ouilnnk 
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Much   greater  capital  inflows  have  offset  the  debt  service  to  a 
considerable  degree,  so  that  the  Latin  American  countries  are  no 
longer  making   massive   net  financial   transfers  to  the  First  World  and 
the  international  financial  community.     Alsp,  in  some  countries, 
especially  Chile,  emergency  social  programs  are  easing  the  pain  of 
the  introduction  of  market  forces.     However,  in  general  in  the  region, 
poverty  remains  a  much  more  serious  problem  now  than  it  was  in 
the  late   1970s.6     Consider  some  figures  from  Peru: 

1)  By   1989  in  Peru,  the  real  minimum  wage  had  plummetted  to 
23%  of  its  value  in   1980,  according  to  Inter-American  Development 
Bank  data.     The  figure  for  the  region  as  a  whole  was  75%J 

2)  The  real  minimum  wage  in  Peru  during   1991   was  barely 
half— 52%"What  it  was   in    1989.8     The  wage  was  approximately  $50 
a  month,  in  a  nation  that  had  become  as  expensive  as  the  U.S. 

3)  In  1990,  a  scant  5%  of  Lima's  work  force  was  considered 
"adequately  employed" --relative  to   19%  in   1989  and  54%  in   1984.9 

4)  In  August   1991,  only  5%  of  the  population  earned  incomes 
exceeding  the  cost  of  the  basic  consumer  basket,  whereas  in  July 
1990  54%  did.  10 

5)  By  mid- 1991,   "critical  poverty,"  specified  as  per  capita 
incomes  of  $15.50  per  month  or  less,  afflicted  about   13  million 
Peruvians    (more   than   half   the   population).' ' 

Economic  catastrophes  such  as  Peru's  take  their  toll  upon 
democracy.      Better-educated  and  more  politicized  than  in  the  past. 


^The    Economist.  December   11,   1993,  pp.  43-45;  Mac  Margolis.  "Brazil's 
Challenge."    Hemisfile.  Vol.  5,  No.  2  (March/April   1994).  pp.    1-2. 
^Inter-American    Development    Bank.    Economic    and    Social    Progress    in    Latin 
America:  1990    Report  (Washington,   D.C.:    1990).   p.   28. 

^Richard   Webb   and   Graciela   Fernandez   Baca.   Peni   en   Numeros    1992   (Lima: 
Cuanto.    1992).   p.    524.      Richard   Webb,   a   fomer  president  of  Peru's   Central 
Reserve    Bank,    is   one   of   Peru  s    most    respected   economists. 

^Insiiiuto   Cuanto,   Ajuste    v    Economi'a   Familiar.    1985-1990   (Lima:    Cuinto.    1991), 

p.  30. 

lOLatin    American    Weekly    Renon.  August  8.  1991,  p.  2. 

'  'Cuanto    (the  periodical),  June    1991.  p.    19. 
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many   Latin   American   citizens   blame    their   greater   poverty   and 
dashed   professional   expectations   upon   their   governments.      In   Peru,   I 
have  heard  such  comments  as  "[With  its  economic  policies]  the 
government  is  killing  the  poor  people." 

Very   few   South   American   leaders  win  elections   by  espousing 
free-market  policies.      Most  current  presidents   in   the  region-such 
Carlos   Menem,  Alberto  Fujimori,  Rafael  Caldera-have  campaigned 
against  these  policies.     Then,  upon  their  inauguration,  most  have 
broken  their  campaign  promises.     Obviously,  this  is  not  a  healthy 
democratic  practice,  when  the  issue  is  as  salient  and  as  important  as 
the  adoption  of  free-market  economic  policies.     The  current 
frontrunner  in   the   upcoming  Brazilian   presidential   race 
is  Luis  Ignacio  Silva  (Lula);  he  has  criticized  the  debt  problem  in  the 
following    terms: 

"Without  being  radical  or  overly  bold,  I  will  tell  you  that  the 
Third  World  War  has   already   started-a  silent  war,   not  for  that 
reason  any  less  sinister.     This  war  is  tearing  down  Brazil,  Latin 
America,  and  practically  all  the  third  world.     Instead  of  soldiers 
dying,  there  are  children;  instead  of  millions  of  wounded,  there  are 
millions  of  unemployed;  instead  of  destruction  of  bridges,  there  is  the 
tearing  down  offactories,   schools,  hospitals,  and  entire  economies.. .It 
is  a  war  by  the  Untied  States  against  the  Latin  American  continent 
and  the  third  world.     It  is  a  war  over  the  foreign  debt,  one  which  has 
as  its  main  weapon  interest,  a  weapon  more  deadly  than  the  atom 
bomb,   more  shattering  than   a  laser  beam..."' 2 

In  a  dog-eat-dog  economic  context,  corruption  is  usually  more 
common,  and  is  perceived  as  more  repugnant  than  in  the  past.     For 
example,  in  Peru  during  the   1980s,  a  larger  number  of  government 
officials    managing   hospitals   were   apparently    absconding   equipment 
and  medicines  for     re-sale,  and  hospital  patients  became  more  critical 
of  behavior  that  they  perceived   to  threaten   their  families'   lives. *3    As 
we  will  see  below,  corruption  issues  are  salient  in  many  countries  in 
South   America  today. 


'^Statement    made    at   the   Conference   on    Latin    American    and   Carhbean    Debt. 
August    1985.  quoted  in   Dollars   and   Sense.   November   1985.   front  cover. 

'^Interpretation    based    on    surveys    among    hospital    staff   in    Huancayo.    1989. 


81-357  0-94-3 
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In  the  worst-case  scenario,   the  increased   inequality  that  is 
often  provoked  by  free-market  reforms,  at  least  in  the  short  run, 
sparks  political  unrest.     The  obvious  example  today  is  the  Zapatista 
National  Libertation  Army  in  Mexico.     Peru's  economic  plummet  was 
considered  the  principal  cause  of  the  Shining  Path's  guerrilla  war  by 
most  of  Peruvians.''* 

B.  The  Ebbing  of  the  Democratic  "Third  Wave" 

Between  the  late  1970s  and  the  early   1990s,     a  democratic 
tidal  wave  swept  Latin  America.     Only  Cuba  and,  arguably,  Mexico 
were  exempt.     However,  it  now  appears  that  the  ebbing  of  the 
democratic   wave   began  when  President  Aristide  was  ousted  from 
Haiti  in  October  1991.     Democracy  and  human  rights  have  suffered 
setbacks  in  many  countries  of  South  America  subsequently: 

*  In  Peru,  as  previously  mentioned.  President  Fujimori 
dissolved   Peru's   legislature,  seized  several  opposition  journalists   and 
politicians,  and  suspended  the  country's  constitution  in  April   1992. 
In   the  face  of  considerable   international  pressure.  President  Fujimori 
has  subsequently  allowed  elections,  but  (as  recent  decisions  in  the 
notorious   "La  Cantuta"   human-rights  case  indicate)  the  executive 
continues   to  overwhelmingly   dominate   the  country's  congress   and 
judiciary. 

*In  Venezuela,  a  country  that  many  analysts  had  considered 
South   America's  only  consolidated  democracy.  President  Carlos 
Andres   Pdrez  was   the   target  of  several   military-coup   attempts. 
President  P6rez  was  removed   from  office  on  corruption  charges. 
Elections   in  December   1993   brought  former  President  Rafael  Caldera 
to  power-but  as  the  leader  of  a  new  party  that  does  not  enjoy  a 
majority  in  the  legislature.     At  the  moment,  rumors  of  a  Fujimori- 
style  autogolpe  are  rife. '5 

*In  Brazil,  in  late   1993  civilian  and  military  leaders  urged  a 
Fujimori-style    autogolpe   upon  President  Itamar  Franco,  who 


'^Opinion   surveys   commissioned   by    the   author. 

'SLaiin    American    Weekly    Report.  Febniaiy  24.   1994,  p.  82. 
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fortunately    rejected    the    recommendation. i6     Brazilian  officers 
apparently   believe   that   the   military   institution   is  regaining   favor  as 
corruption   scandals  delegitimize  Brazil's  civilian  politicians 
(including,  of  course,  Fernando  Collor  de  Mello,  forced  to  resign  from 
the  presidency  in  December   1992).     Apparently  too,  the  Brazilian 
military  is  loath  to  accept  a  victory  by  leftist  political  leader  Lula, 
who  as  mentioned  is  the  solid  frontninner  in  the  October  1 994 
presidential    contest. 

♦In  Argentina,  President  Carlos   Menem  has  eroded 
constitutional   principles   by   packing  the  Supreme  Court  and 
intimidating  journalists   who   attempt   to  investigate   charges   of 
massive   official   corruption. i^     Like  Fujimori,  Menem  has  fought  and 
won   a  battle  to  gain  a  constitutional  provision  allowing  presidential 
reelection;   although  reelection  may  not  seem  worrisome  to  U.S. 
political  leaders,  it  is  troublesome  to  many  in  Latin  America,  who 
fear  that  incumbent  presidents  will  stop  at  nothing   to  assure   their 
own    re-elections. 

Overall,  democracy  in  most  of  South  America  is  troubled. 
Consider  the  titles  of  two  recent  articles  on  political  regimes  in  the 
region:     "Giving  Democracy  a  Bad  Name" ^ 8    and  "The  vote,  but  not 
always   much   more."'^       Other  characterizations  include:     "democracy 
by  default"     (implying  that  democracy  is  the  regime  because  there  is 
no    perceived    alternative)20    and   "delegative   democracy"    (implying 
that  civilian   institutions   delegate   enormous  power  to   the 
presidency). 21 

South   American   publics   are  increasingly  disillusioned   about 
democracy.      Although  citizens   strongly  endorse  democracy   in 
principle  in  opinion  polls  in  most  South  American  countries,  there  is 


'6 Don   Podcsta.  The   Washington    Post.  January  16.  1994,  p.  A37;  The    Economist. 
January  22.   1994.  p.  44. 

'^Pcpc    Eliaschev,    "Argentina's   War  on   Journalists,"   The   New   York   Times. 
September  22,   1993;  and  Douglas  W.  Payne,  "Giving  Democracy  a  Bad  Name," 
Freedom    Review.  Vol.  25.  No.   1   (February   1994),  pp.  29-30. 

'^Payne,   p.   26. 

'^The  economist,  October  16,   1993.  p.  48. 

-0 Abraham    F.    Lowenthal.    "Latin    America:      Ready    for   Partnership?"    Foreign 

Affairs.  Vol.  72.  No.  1  (1992-1993).  p.  75. 

-^Guillermo    O'Donnell.    "Delegative    Democracy?"    Journal    of  Democracv.  Vol.  5, 

No.    1    (January    1994). 


62 


no  clear  consensus  about  what  democracy  actually  means.^^     Citizens' 
degree  of  trust  in  key  democratic  institutions  is  tragically  low. 
Consider  the  results  of  a  1993  survey  on  political  attitudes  that 
included  eight  South  American  nations  (Bolivia,  Brazil,  Colombia, 
Chile,  Ecuador,  Peru,  Uruguay,  and  Venezuela):23 

^Across  the  eight  South  American  nations,  the  median  figures 
for  the   percentage  of  respondents   who  trusted  the  justice   system 
were  30%  and  31%. 

'"Across  the  eight  South  American  nations,  the  median  figures 
for  the  percentage  of  respondents  who  trusted  the  political   parties 
were  15%  and  16%. 

^Across  the  eight  South  American  nations,  the  median  figures 
for  the   percentage   of  respondents   who   trusted   the  congress  were 
28%  and  37%. 

Popular  disillusionment  about  the  current  regimes   is   highly 
related  to   the  question  about  whether  or  not  these  regimes   are  truly 
democracies.       During  the   1980s,  both  Colombia  and  Peru  were 
usually   classified   by   analysts   as   "democracies"--despite   consistent 
patterns   of  flagrant  human-rights  violations.      In  Colombia,   the 
political   left  was  clearly  targeted  by  the  security  forces- 
compromising   its   capacity   to  campaign, 2**      I  believe  that,  even  if 
ballots  are  counted  cleanly,  an  election  should  not  be  labelled  fair 
unless  all  parties  can  compete  without  fear  of  political  assassination. 
To  maintain  the  salience  of  this  issue,  I  urge  that  we  continue  to  use 
the  phrase    "human  rights"   when  we  speak  of  democracy. 

C.  Perceptions  in  Latin  America  about  U.S.  Support  for  the 
Region 

It  is  a  truism  that  we  live  today  in  a  global  village. 
Impoverished    shantytown    dwellers    watch    television,    where    every 
day  they  see  how  the  average  North  American  lives.     Moreover,  well- 


^^This   was  especially  clear  lo  me  in  Peru  in  August   1993   as  I   asked   "people-on- 

the-street"     the    question. 

-^La    Repubiica.  July   14.   1993.  pp.   16-17.     Survey  was  by  Apoyo.  a  prestigious 

Peruvian     public-opinion     agency. 

2*Robin  Kirk.   "A  War  Against  Ideas.  Not  Drags,"  The   Nation.  May  17.  1993.  pp. 

664-666. 
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educated   Latin   Americans   at   many   universities   and   research 
institutions   are   hooked   up   to  computer  databanks   and   E-mail;      they 
can  and  do  analyze  U.S.  budget  data  relatively  easily.     Not 
surprisingly,   they  tend  to  assume  that  U.S.  budget  priorities  reflect 
our  goals  and  concerns. 

As  you  know,  the   1993  U.S.  defense  budget  was  approximately 
$291  billion;  by  FY  1995,  the  outlay  is  expected  to  be  in  the  range  of 
$271    billion. 25       By  comparison,  total  economic  and  military  foreign 
aid  for  FY  1992  was  only  $15.3  billion.26      In  other  words,  U.S.  aid 
has  been  approximately  a  scant  5%  of  our  defense  budget.     Even  in 
1989,  the  proportion  of  America's  GNP  devoted  to  nonmilitary 
foreign  aid—at  0.2%-was  less  than  than  that  of  any  other  major  First 
World    country. 27     In  1989.  Japan  displaced  the  United  States  as  the 
world's   largest  donor  of  nonmilitary   foreign  aid.28     The  concern  was 
sparked  that  the  United  States  would  play  the  role  of  "the  cop"  while 
Japan  would  be    "the  benefactor."29    The  FY  1995  budget  implies  an 
exacerbation   of  this   trend. 

Of  total  U.S.  military  and  economic  foreign  aid  in  FY  1992,  only 
$1.4  billion  was  allocated  to  Latin  America--a  mere  10%. 30     The 
percentage  to  be  allocated  to  Latin  America  for  FY  1994  and  1995 
appears   likely  to  be  even  smaller. 

Historically,   effective  foreign-aid  programs   were   not  cheap. 
The  xMarshall  Plan  cost  about  $48  billion  per  year  in  current 
dollars. 31     Launching  the  Alliance  for  Progress,  President  John  F. 
Kennedy   pledged   $5   billion   annually   in  current   dollars— almost   five 
times  what  we  were  spending  in  Latin  America  prior  to  the  Clinton 
administration.^'^  ■ 


25 Sieve   Kosiak.   "Analysis  of  the   Fisyal   Year   1994  Defense   Budget  Request." 

Defense   Budget  Project.  April    14,   1993.  Table   12. 

26u.S.    Agency    for   International    Development,   U.S.    Overseas   Loans    and   Grants 

and    Assistance    from    International    Organizations:       Obligations    and    Loan 

Authorizations   July    1,    1945-September  30,    1992,   p.   4. 

27The    Economist.  March  25.  1989,  p.  26. 

28ldem.,  and  Newsweek.  February  6.  1989.  p.  36. 

29Newswcck.   February  6.    1989,  p.   36. 

30lbid..  p.  83. 

31  Peter  Hakim   and   Steven   Philip   Kramer.   "Talk   Big.   Spend   Small:      Our  Cheap 

Foreign   Policy."   Los    Angeles   Tim^^    September  17,   1989.  p.  6. 

32ldem. 
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Foreign-aid  reductions  would  be   less  important  if  the 
reductions  were  offset  in  other  ways.     "Trade,  not  aid,"  is  the  current 
motto.     The  problem,  however,  is  that  the  chances  for  the  rapid 
extension  of  the  North  American  Free  Trade  Agreement  (NAFTA) 
beyond  Mexico  are  bleak.     Numerous  South  American  countries 
pinned  their  hopes  upon  inclusion  in  NAFTA  during  the  early  1990s, 
but  at  least  at  the  moment  the  only  country  for  which  inclusion 
seems  possible  by  1995  is  Chile.33 

It  is  for  these  reasons  that  many  Latin  American  publics 
perceive  the  United  States  as  less  supportive  in  the  region  than  in 
the  past.     For  example,  when  Brazil's  minister  of  external  relations 
addressed  a  U.S.  foreign-policy  audience  on  December  17   1993,  his 
theme  was  the  insufficient  U.S.  support  for  Brazil  today,  especially 
relative  to  the   1960s.3^     Latin  American  citizens  in  at  least  some 
countries  are  also  less  positive  about  the  United  States.     Consider: 

*In  a  1988  study  of  Brazilian  public  opinion  by  the  United 
States  Information  Agency  (USIA),  it  was  found  that  "the  Brazilian 
image  of  the  U.S.  deteriorated  during  the  last  two  decades.     Brazilians 
named  the  U.S.  less  often  as  a  political  and  economic  model,  as  the 
country  they  liked  the  most,  and  as  the  one  that  would  come  to  their 
defense. ..erosion   [in  Brazilians'  image  of  the  United  States] 
continues. .."35     More  Brazilians  held  a  "Very  favorable"  view  of  Japan, 
Portugal,  and  Italy  than  they  did  of  the  United  States.36 

*In  Peru  in  1982,  the  United  States  was  one  of  several 
countries  (Spain,  Venezuela,  and  Brazil)  that  20%-30%  of  Peruvians 
considered  to  be  among  Peru's    "best  friends;"     Argentina  topped  the 
list  at  40%.  37  In  1989.  while  24%  of  Peruvians  still  perceived  the 
United  States  as  one  of  Peru's    "best  friends,"  this  percentage  had 
fallen  considerably  relative  to  55%  for  Argentina  and  33%  for  Japan. 
This   survey   was   conducted   before  President  Alberto  Fujimori  was 
inaugurated,  and  there  is   no  doubt  that  the  percentage  behind  the 
Japan  choice  would  be  much  higher  today. 


33see   for  example  "US  downplays  Latin  America,"  Mexico  and  NAFTA  Report,  24 
February    1994,  p.    1. 

3^Brazilian    Foreign    Minister    Celso    Amorim.    Brookings    Institution.    December 

17,   1993.     See  his  "Notes  for  the  Statement." 

35 United    States    Information    Agency. "The   American    Image   in   Brazil:      Positive 

but    Eroding,"    Document    #R- 18-88    (December    1988). 

36lbid..  p.  31. 

37Caretaj;.  April  16.  1990.  p.  38 
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III.        Appropriate    Strategies    for    the    United    States    and    the 
International       Community 

Confronted  by  the  depressing  accounts  above  of  socioeconomic 
deprivation   and   flawed  democracy   in   South   America,   a  skeptic   might 
respond:     "These  problems  are  real,  but  it  is  not  within  the  power  or 
the  capacity  of  the  United  States  to  ameliorate  them."     Perhaps  this 
assesment  is  true.     However,  given  the  U.S's  position  as  a  superpower 
and  our  strong  economy,  if  we  do  not  at  least  try  to  ameliorate  these 
problems,  we  send  a  message  to  Latin  America  and  the  world  that 
we  do  not  much  care.     Such  a  message  could  well  doom  much  of  the 
region   to   democratic   breakdown   and   continued   poverty. 3 8 

A.     U.S.  Support  for  Democracy  and  Human  Rights 

To  date,  the  United  States  has  not  really  tried  to  support 
democracy  per  se     in  South  America  with  any  significant  amount  of 
money.     It  is  well-known  that  Alliance  for  Progress  funds  were 
heavily  directed  towards  nations  where  the  U.S.  perceived  a 
Communist  threat,   and   resources   were  channelled  in  highly  partisan 
ways,   sometimes   backfiring  against  U.S.  objectives.39     It  is  also 
widely  acknowledged  that  the  police  and  military  aid  allocated  via 
the   Alliance   for  Progress  dangerously   emboldened   security   forces 
against  civilian  institutions.     Of  course,  again  in  the  1980s  the  vast 
majority  of  U.S.  foreign  assistance  was  allocated  to  Central  America, 
and   expenditure   heavily   influenced   by   Cold-War  concerns. 

Consider,  for  example,  the  scant  U.S.  support  for  democracy  in 
Peru  during  the   1980s.     Although  Peru  was  a  constitutional 
democracy  at  the  time,  the  country  was  in  very  difficult  straits;  its 
government  was  failing  to  meet  the  challenge  mounted  by  the 
Shining  Path  guerrillas  in  a  democratic  or  effective  way.     One  key 
problem  was  the  judiciary;  only  about   10%  of  all  persons  arrested  on 
suspicion  of  terrorism  were  convicted.       Only  in  the  late  1980s  did 
the  U.S.  initiate  an  Administration  of  Justice  (AOJ)  program  in  Peru; 
funds  for  the  program  were  a  scant  $1   million  annually.         When 


3  8  In    at    least    three   countries    during   the    1980S"Peru.    Ecuador,    and    Bolivia- 
military   leaders   went  to   the   U.S.   Embassy   to   inquire  about   the  possible   U.S. 
reaction    to    a   military   coup,    and   the    U.S.    answer   apparently   helped   dissuade   the 
coup-plotters. 
^^The   cases   of  Chile   and   Brazil    are   the   best-known   examples. 
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President  Fujimori   derailed   democracy,   he   basically   ordered  judges 
to  convict  virtually  all  terrorist  suspects;  but,  of  course,  many  are 
innocent,  and  the  lack  of  due  process  in  Peru  is  one  of  the  most 
important  reasons   why   the  country   remains   undemocratic   in   the 
eyes  of  most  U.S.  analysts. 

In  U.S.  support  for  Latin  America,  we  should  work  closely  with 
multilateral  institutions  and  with  NGOs  in  the  region.     Most  of  the 
Latin   American   countries   have   longer  experiences   with   democracy 
than  countries  in  the  former  East  Bloc  or  other  Third  World  regions, 
and  so  there  are  human-rights  institutions  in  place  with  which  we 
can  collaborate.     Our  effon  should  be  more  pluralistic  than  in  the 
past. 

I  would  like  to  see  a  new  set  of  institutions  making  up  an 
"international   political   community"    similar  to   the   "international 
financial  community."      In  such   "an  international  political  community," 
the  Organization  of  American  States,  the  multilateral  banks,     the  U.S. 
State  Department,     the  National  Endowment  for  Democracy,  and  U.S.- 
based      and   Latin   America-based   human-rights   and   election- 
observation  groups  might  be  represented.     This  new  institution 
would   monitor  and   promote  democracy   and   human   rights   much 
more  vigorously  than  has  been  possible  in  the  past.     It  would  have 
the   resources   sufficient  to  encourage   compliance   with   democratic 
norms.     1  believe  that,  given  adequate  funds,  such  an  institution 
would  be  more  effective   and  rational   than  our  current  attempt  to 
"leverage"   democracy   and   human-rights   policies   via   the   international 
financial    community. 

It   is   important   that   both   the   sustainable  development  and 
democracy/human  rights  effons  be  led   by  civilian  institutions.      I 
understand  that  the  foreign  aid  reform   bill   may  enlarge  the 
resources   available   to   programs   administered   by   the   Defense 
Department  relative  to  the  State  Department  and  the  Agency   for 
International  Development.     The  record  of  the  Alliance  for  Progress 
suggests   that  the   overshadowing  of  relationships   between  U.S.   and 
Latin   American  civilians   by  relationships  between  U.S.  and  Latin 
American   military   officers  is   dangerous   to  democracy. 

Specific   programs   that  should  be   instituted  include: 

1)  The  elaboration  of  a  standard  definition  for  democracy  that 
includes   a  human-rights  component,  especially   as  related   to  political 
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assassination  during  electoral  campaigns.     Traditionally,  the  U.S.  has 
been  wary  of  the  development  of  such  a  definition.     However,  in 
today's   global  village,  it  is  understandable  that  the  Peruvian 
president  criticizes  us  as  hypocritical  if  we  denounce  his  closing  of 
the  congress  but  tolerate  Boris  Yeltsin's;  and  it  is  understandable  if 
the  Colombian  president  criticizes  us  as  hypocritical  if  we  reject 
poliitcal   intimidation   and   assassination   there   but  are   relatively   silent 
about  similar  practices  in  Mexico. 

2)    Resources   for  rule-of-law   programs   and   human-rights 
organizations,  especially  in  the  countries  wracked  by  political 
violence. 

B.  Humanitarian    Assistance 

There   are   various   South   American   countries— in   particular 
Peru   and   Bolivia—where   hunger  remains   a  real  problem   and  where 
food  aid  (the  PL  480  program)  has  been  helpful.     A  reduction  in  this 
program— which    I    understand    to    be    likely—violates    humanitarian 
principles. 

C.  Anti-Drug  Assistance 

I  have  not  discussed  this  topic  in  my  statement  today  because  I 
understand  that  it  will  receive  a  separate  Congessional  hearing  in  the 
near  future.      However,   I   share  Chairman   Robert  Torricelli's  concerns 
about  U.S.  anti-drug  policy,  as  expressed  in  his  testimony  on  March  4, 
1992,  and  July  29,  1992.     Said  the  Chairman  Torricelli  in  his  March 
testimony: 

"I  have  not  heard  from  the  Administration  a  viable  strategy  for 
winning  the  drug  war.. [the  war]  cannot  be  won,  and  it  undermines  all 
of  our  other  foreign  policy  objectives  in  the  region."     Unfortunately, 
to  date  there  is  nothing  in  the  draft  "Peace,  Prosperity  and 
Democracy  Act"  that  persuades  me  that  we  have  developed  a  new 
anti-drug  effort  that  can  succeed  in  South  America. 

IV.       Conclusion 

There  is  perhaps  the  view  in  many  intellecutai  circles  in  the 
United  States  that  we  basically  do  not  have  to  worry  about  the  region 
because  it  has  "no  other  place  to  go"-no  other  logical  friends  to  help 
it  out.     To  a  degree,  this  perception  is  correct-rjg/ir   now.      But  the 
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world  has  a  way  of  changing  on  us  quickly,  in  unexpected  ways.     One 
example  is  the  change  in  U.S.-Peruvian  relations  in  the  early   1990s 
as  a  result  of  the  friendship  between  President  Fujimori  and  the 
Japanese    government. 

We  have  already  seen  that,  despite  the  end  of  the  Cold  War,  the 
preservation  of  peace  is  not  easy.     The  political  and  economic  gains 
that  appeared  to  be  made  in  Latin  America  as  the  1990s  began  are 
vulnerable  in  many  countries,  and  have  already  been  reversed  in 
some.     What  kind  of  signal  is  sent  to  Latin  America  and  the  world  if 
we  do  not  put  real  resources  behind  our  lofty  claims  about  our 
democratic  concerns,  especially  in  our  own  hemisphere?     And  is  not 
an  ounce  of  prevention  worth  a  pound  of  cure? 
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Thank  you  for  the  invitation  to  speak  before  your  subcommittee.   The  Central  America 
Working  Group  is  a  coalition  of  fifty  national  organizations  concerned  with  U.S.  policy 
towards  Central  America.    What  I  will  say  today  closely  reflects  the  ongoing  discussions 
and  perspectives  that  we  share  about  U.S.  aid  to  the  region. 

Remarkable  events  have  taken  place  in  the  last  few  years  in  Central  America.    Five 
Central  American  presidents  signed  a  regional  framework  for  peace;  demobilization  and 
peace  accords  were  signed  in  El  Salvador  and  Nicaragua.   People  who  had  fought  in 
the  mountains  for  years  laid  down  their  weapons.    Enemies  are  disctissing 
disagreements  across  tables,  not  by  fighting  on  battlefields.    The  fact  that  there  are 
ongoing  problems  with  implementation  of  peace  accords  and  human  rights  in  the 
region  does  not  diminish  the  immensity  of  this  accomplishment    But  these  steps 
towards  peace  and  democracy  are  tentative. 

Whatever  our  views  on  what  took  place  in  the  region  over  the  last  two  decades,  I  think 
we  can  agree  today  that  Central  Americans  resorted  to  armed  conflict  in  large  measure 
because  they  saw  no  political  and  economic  space  for  reform  in  their  societies.    For 
many  Central  Americans,  standing  up  for  the  most  basic  human  rights  cost  them  their 
lives.    It  is  critical  in  the  next  several  years  to  ensure  that  U.S.  foreign  policy  and 
foreign  assistance  programs  work  consistently  to  broaden,  not  narrow,  the  space  for 
reform  that  came  at  such  a  great  cost  in  human  lives.   This  is  a  moment  when  Central 
America  can  be  lost  to  a  repressive,  inequitable  past  or  can  move  forward  towards  a 
more  just  and  democratic  future.    It  is  in  the  best  interests  of  the  United  States  to 
assist  Central  Americans  in  making  this  transition. 

Before  commenting  on  opportunities  for  consolidating  reform  in  the  region,  it  is 
necessary  to  mention  the  special  case  of  Guatemala,  where  no  peace  has  been  reached. 
The  framework  for  a  peace  agreement  signed  January  10  is  an  important  step  forward. 
U.S.  leverage  should  be  used  to  strengthen  the  peace  process  and  ensure  that  resulting 
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peace  accords  address  the  key  questions  facing  that  society,  such  as  bringing  the 
militaiy  under  civilian  control  and  addressing  the  ways  in  which  indigenous  people  are 
excluded  from  political  life  and  economic  prosperity. 

For  Central  Americans  to  capture  this  moment  for  reform,  they  must  try,  with  the  aid 
of  the  international  community,  to  reduce  militaries  and  increase  civilian  control  over 
military  and  police  forces;  to  respect  constitutional  order  and  democratic  processes;  to 
strengthen  judicial  systems  and  build  &r  greater  respect  for  human  rights;  to  address 
the  severe  economic  inequalities  that  still  characterize  the  region,  including  questions  of 
land  distribution;  to  strengthen  labor  rights;  and  to  protect  and  expand  the  space  for 
civil  society. 

What  kind  of  U.S.  assistance  can  help  support  Central  Americans  as  thev  meet  these 
challenges?'    We  would  like  to  suggest  certain  principles  (and  we  are  delighted  to  find 
ourselves  at  many  moments  speaking  the  same  language  as  the  new  leadership  at 
AID): 

*  an  aid  program  that  sets  an  example  of  democratic  discussion,  of 
inclusion,  not  exclusion;  that  is  based  on  regular  consultation  with  diverse, 
broad-based  organizations  of  civfl  society  as  well  as  with  governments 

*  an  aid  program  that  is  nonpartisan  and  pluralistic,  that  supports  Central 
American  efforts  to  reconcile  their  differences  and  live  peacefully 
together,  an  aid  program  that  brings  people  together,  not  sets  them  apart 

*  an  aid  program  that  supports  broad-based  development,  particularly 
through  grassroots  efforts;  that  strengthens  health  and  education  services; 
that  places  special  emphasis  on  small  farmers  and  small  entrepreneurs; 
that  helf>s  the  poor  not  primarily  in  terms  of  relief  aid  but  as  economic 

'  actors  who  are  vital  to  the  economic  progress  of  the  coimtiy. 


The  highest  priority  for  U.S.  ftindine  tn  Central  America  right  now  should  be  to  back 
peace  processes  in  the  right  ways  and  with  the  ri^t  resources.     Peace  is  expensive- 
although  it's  cheaper  than  war.    Peace  accord  implementation  is  a  lengthier  process 
than  is  sometimes  believed.   We  need  to  think  in  terms  of  five  years,  not  one  or  two. 
In  particular,  the  reintegration  of  excombatants  must  not  begin  and  end  with 


'The  Central  America  Working  Group's  principles  and  policy  recommendations  for 
U.S.  economic  policy  towards  the  region  can  be  found  in  A  Fresh  Start    Our  specific 
recommendations  for  this  year  will  be  available  after  the  Administration  presents  its 
budget  request. 
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excotnbatants  receiving  a  packet  of  seeds  and  tools.    Donors  must  work  closely  with  a 
given  government  and  with  excombatants  from  both  sides  to  ensure  that  excombatants 
are  given  land  with  clear  title,  rural  credit,  training  and  technical  assistance,  or  that 
they  have  employment  opporttmities. 

El  Salvador.   Joining  with  other  donors,  the  United  States  should  be  devoting  greater 
funding  and  attention  to  peace  accord  implementation  programs,  such  as  the 
reintegration  of  excombatants;  the  land  transfer  program;  and  the  new  National  Civilian 
Police.    The  United  States  should  help  to  fund  an  extension  of  the  ONUSAL  mission 
(which  expires  May  31,  1994),  if  requested.     Aid  must  get  to  the  former  conflict  zones 
in  pluralistic,  nonpartisan  ways.    Since  what's  in  question  is  not  just  funding  shortages 
but  the  Salvadoran  government's  willingness  to  carry  out  full  implementation  of  the 
p)eace  accords,  the  United  States  should  continue  to  condition  economic  support  funds 
where  necessary  to  ensure  compliance.    It  is  imperative  that  U.S.  attention  to  El 
Salvador  should  not  wane  following  the  March  elections. 

Nicaragua.   The  transition  from  war  is  not  finished  in  Nicaragua,  and  requires  careful, 
ongoing  attention.    The  recent  political  agreements  reached  suggest  that  Nicaragua  is 
not  simply  a  hopeless  case  and  that  a  new  diplomatic  approach  stressing  dialogue  can 
have  positive  results.    The  United  States  should  work  closely  with  other  donors  to 
continue  programs  ziimed  at  excombatants  and  populations  affected  by  the  war.    Two 
programs  to  evziluate  are:    the  OAS's  CLAV  mission,  with  its  expanded  mandate  to 
attend  to  the  human  rights  and  economic  needs  of  excombatants  from  both  sides;  and 
PRODERE,  an  integrated  approach  to  economic  development  and  human  rights 
strengthening  in  the  northern  areas  divided  by  the  war.    These  programs  should  be 
carefully  evaluated,  with  participation  by  nongovenmiental  organizations,  to  ensure  that 
they  are  effective,  nonpartisan,  and  responsive  to  local  needs.    If  so,  the  U.S.  should 
consider  additional  co-financing. 

Guatemala.   Guatemala  may  need  a  peace  fund  in  the  near  future.    As  a  start,  all 
remaining  military  aid  in  the  pipeline  should  be  transferred  into  a  'Transition  to  Peace" 
fund,  as  mentioned  in  report  language  last  year.    The  civil  patrols,  including  ones  that 
have  been  renamed  "Peace  and  Development  Oanraiittees,"  should  not  be  receiving 
U.S.  bilateral  or  multilateral  funds  (such  as  the  Social  Investment  Fimd,  FISE). 

CLREFCA.    The  International  Conference  on  Central  American  Refugees  (CIREFCA), 
an  effort  to  pool  resources  and  find  common  approaches  to  assist  the  populations  most 
affected  by  the  war-refugees,  returnees,  people  in  conflict  zones-is  due  to  end  in  May 
1994,  but  may  extend  its  programs.    We  are  pleased  to  see  that  there  seems  to  be 
greater  U.S.  interest  in  the  CIREFCA  process.    The  United  States  should  press  for 
evaluation  of  CIREFCA  programs  should  consider  financing  for  extending  programs 
started  through  CIREFCA. 
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Hnman  ri^ts  ombndniuui  offices.   AID  should  consider  co-financing  with  other  donors 
human  rights  ombudsman  offices  in  the  region. 

The  second  priority  for  U.S.  ftindinf  are  prognuns  that  promote  broad-tmeiL  emritable 
in^*  T1f«*"'"fl*fff  fif^wJApment  and  poyertr  redaction  in  Central  America.    In  the  past 
decade,  the  private  sector  was  often  interpreted  too  narrowly  by  AID  in  its  Central 
America  programs,  as  meaning  exclusively  the  large  business  sector.   Programs  th^^ 
provide  training,  technical  assistance  and  credit  on  reasonable  terms  to  small  farmers 
and  small  urban  and  rural  businesses  wiU  help  address  the  inr-gimljtj*'^  t^^^t  have  been 
at  the  root  of  Central  American  strife.   They  are  also  a  rational  economic  approach, 
because  small  producers  are  important  economic  actors  in  Central  America.    This 
means  woridng  with  peasant  associations,  cooperatives  and  unions  that  may  have  been 
at  the  other  side  of  a  divide  from  U.S.  policy  over  the  last  two  decades. 

Another  key  area  for  funding  is  health,  education,  and  other  vital  services.     Funding 
grassroots  development  efforts  providing  such  services  is  an  effective  method.    In 
addition,  government  health,  education  and  other  social  ministries  should  be 
strengthened.    Conditions  on  assistance  or  loans  should  strengthen,  not  undercut  the 
capacity  of  the  public  seaor  in  Central  America  to  carry  out  essential  public  services. 

Environmental  programs  are  particularly  important  in  Central  America,  with  its  vast 
natural  resources  and  strong  pressures  to  exploit  them. 

Finally,  there  is  still  a  role  for  balance  of  payments  rapport  in  Central  America,  due  to 
heavy  debt  burdens  and  fragile  economies. 

A  note  of  caution.   Even  if  all  of  these  programs  were  carried  out  with  adequate 
resources,  they  could  be  undermined  by  the  pressures  generated  by  massive  debt 
service  juid  strict  conditions  on  loans.    As  we  shift  from  bilateral  aid  to  multilateral 
loans.  AID  should  work  with  other  donors  to  provide  debt  relief  and  shnnlri  r<^<;-^pijpc. 
and  modify  the  kind  of  adjustment  plans  that  are  pursued.    Harsh  adjustment  plans  are 
not  rational  approaches  to  post-war  situations  in  fragile,  inequitable  and  divided 
societies.    They  fall  hardest  on  the  poor;  they  can  jeopardize  peace  processes  and 
reconciliation;  they  can  affect  political  stability,  and  they  can  result  in  high 
unemployment  and  stagnating  production.   At  the  same  time,  some  adjustments  are 
needed  to  close  deficits,  rein  in  inflation,  broaden  the  tax  base,  and  so  forth.    It  is  also 
important  to  stress  that  when  negotiations  around  loan  conditionality  are  carried  out  in 
secret,  they  are  undemocratic;  they  remove  vital  economic  policy  decisions  from  a 
nation's  public  debate.    A  dialogue  must  occur  among  bilateral  donors,  governments, 
civil  society  representatives  and  international  financial  institutions  to  ensure  that 
sustainable,  equitable  development  and  political  stability  are  not  put  at  risk  by 
adjustment  plans  that  are  pursued  rigidly  and  imdemocratically. 
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Welcome  Signs  of  Change 

I'd  like  to  take  a  moment  to  acknowledge  the  remarkable  signs  of  change  that  we 
already  see  in  the  Agency  for  International  Development    There's  a  willingness  to 
engage  in  dialogue  with  nongovenmiental  organizations  in  AJD- Washington,  and  we're 
beginning  to  see  it  as  well  in  some  of  the  AID  missions  in  Central  America.    Central 
American  citizens  await  with  great  skepticism  and  great  eagerness  the  signs  of  change 
in  AID  that  show  a  determination  to  be  less  heavy  handed,  and  more  of  a  partner  in 
development 

We  welcome  this  change,  and  we  await  and  will  be  watching  for  the  corresponding 
changes  in  programs.    Some  of  our  participating  organizations  will  be  happy  to  work 
with  AID  in  shaping  participatory  programs  in  the  region. 

The  Peace,  ProsperiQr  and  Democracy  Act  of  1994:   A  True  Reform? 

We  strongly  support  a  reform  of  the  foreign  assistance  act  and  believe  now  is  the  time 
to  do  it    The  sustainable  development  section  (Title  D  of  the  Peace.  Prosperity  and 
Democracv  Act  as  it  currently  stands  is  a  fresh  approach.    It  could  help  to  set  the 
framework  for  positive  foreign  aid  programs  in  Central  America.   The  emphasis  on 
participation  in  development  efforts  is  especially  welcome. 

However,  major  problems  Tcmain  in  other  parts  of  the  bill  that  if  not  corrected  could 
undermine  sustainable  development  and  democratic  advances  in  Central  America. 

First  the  failure  of  this  bill  as  it  stands  to  address  arms  transfer  apd  piill^arv  questions 
is  particularly  ominous  for  Centrztl  America,  sintj^e  mHitari7arinn  was  such  a  large  part 
of  the  region's  troubled  history,  and  sipce  demilitarization  must  be  such  a  priority 
today.     Dr.  Caleb  Rossiter  of  the  Project  on  Demilitarization  and  Democracy  in  his 
February  22  testimony  before  the  Subcommittee  on  International  Economic  Policy, 
Trade,  Oceans  and  Enviroimient  in  the  Senate  made  a  number  of  helpful  suggestions 
on  this  issue.    The  principal  suggestions  were  to  incorporate  the  McKinney-Hatfield 
Code  of  Conduct  for  arms  transfers  into  the  bill  and  to  include  a  ban  on  covert  arms 
and  training  programs.    We  would  recommend  that  you  adopt  these  measures  and 
consider  his  other  suggestions. 

We  strongly  urge  the  elimination  of  the  provision  (Sec.  7209(b)),  which  allows  the 
panicipation  of  military  personnel  in  sustainable  development  activities.    This  year, 
civic  action  programs  are  being  carried  out  in  El  Salvador,  Honduras  and  Guatemala. 
These  "humanitarian"  exercises  by  U.S.  and  Central  American  militaries  send  precisely 
the  wrong  message,  by  validating  military  efforts  to  get  further  involved  in  civilian 
activities  and  working  against  demilitarization. 
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Second,  we  believe  that  the  bill  does  not  adequately  stress  hnman  ri^ts.   For  example, 
it  is  essential  that  in  order  for  a  country  to  receive  secniity  assistance  or  police  aid,  it 
must  meet  internationally  recognized  human  rights  standards.   The  President  should 
have  to  certify  that  a  countiy  meets  such  standards  before  requesting  security  assistance 
or  police  aid. 

Third,  we  are  concerned  with  the  parts  of  the  reform  bill  that  deal  with  trade 
promotion  and  the  international  financial  institutions.    It  is  essential  that  there  is 
language  requiring  that  trade  promotion  activities  and  multilateral  loans  and  assistance 
support,  or  at  least  not  undermine,  sustainable  development  goals.   There  must  be  a 
mechanism  to  ensure  that  AID  has  a  role  in  ensuring  that  sustainable  development 
criteria  are  upheld  in  U.S.  policy  towards  international  financial  institutions.   By 
"sustainable,"  we  mean  environmentally,  socially  and  economically  sustainable. 

Finally,  as  organizations  concerned  with  Central  America,  we  would  like  to  see  specific 
language  on  Latin  America  and  the  Caribbean  in  the  bill  that  stresses  democracy, 
human  rights,  equity  and  the  United  States'  special  partnership  with  the  region. 
Leaving  the  region  out  of  the  bill  sends  a  signal  to  our  neighbors  that  they  are  no 
longer  a  priority  for  the  United  States. 

Great  Ideas,  No  Monqr? 

The  United  States  might  soon  have  a  new  and  improved  aid  program  in  Central 
America  with  so  few  resources  that  it  will  have  Utile  impact 

Two  solutions  are  being  offered  these  days  as  substitutes  for  the  decline  in  bilateral 
U.S.  aid  to  many  regions.   They  are  particularly  inadequate  for  Central  America  right 
now. 

The  first  is  "Trade  not  aid."    It  soimds  nice,  it  rhymes,  it  costs  nothing,  but  it's  not  the 
answer.    Central  Americans  certainly  will  not  want  to  be  left  out  as  trade  agreements 
are  negotiated  to  their  north  and  south.   However,  trade  is  not  the  short-term  fix  for 
Central  America,  where  fragile  economies  still  require  aid  for  a  period  of  time.    In 
addition,  when  trade  agreements  are  negotiated,  they  must  be  crafted  with  care  and 
with  broad  consultation.    If  trade  h"tv!raliy^tion  wipes  out  small  producers  in  Central 
America,  if  trade  policies  promote  the  concentration  of  wealth  in  the  hands  of  a  few 
and  widen  the  gap  between  rich  and  poor,  then  it  will  put  in  peril  the  advances  that 
Central  Americans  have  made  at  the  cost  of  their  lives. 

Some  Central  American  products  may  require  protection  for  a  considerable  period; 
trade  liberalization  should  occur  gradually.   Special  attention  is  necessary  to  ensure  that 
small  producers  benefit  fi-om  trade  blieralization.   And  it  is  important  in  Central 
America  as  elsewhere  that  trade  agreements  contain  strong  labor  rights  and 
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environmental  provisions. 

The  second  solution  for  declining  U.S.  aid  is  "Multilateral,  not  bilateraL"       Multilateral 
assistance  can  be  preferable  in  some  cases.    But  often,  bilateral  assistance  means  grants 
and  multilateral  means  primarily  loans,  and  Central  America  still  requires  some  grants. 
In  addition,  the  problem  with  this  formulation  is  that  there  is  little  accountability  for 
multilateral  loans  and  assistance.    As  mentioned  before,  even  as  AID  funds  decline  it  is 
important  for  AID  to  play  a  strong  role  in  shaping  multilateral  programs  tmd  their 
conditionality  to  ensure  that  sustainable  and  equitable  development  goals  are  not 
undermined. 

We  face  the  disquieting  reality  that  as  U.S.  AID  funds  diminish  to  the  hemisphere, 
military,  drug  enforcement  and  intelligence  programs,  whose  budgets  are  not  being  cut 
as  much,  grow  in  relative  importance.     Our  relations  with  Central  America  and  the 
rest  of  the  hemisphere  should  be  founded  upon  a  civilian  partnership. 

The  United  States  can  and  must  find  the  resources  to  aid  Central  America's  transition 
to  peace  and  democracy.     If  we  interpret  the  United  States'  national  interest  abroad 
more  wisely,  we  can  find  the  money  in  a  fairer  division  of  the  foreign  assistance  pie, 
and  in  the  military  and  intelligence  budgets.   We  do  not  recommend  that  Central 
America  stay  dependent  forever  on  large  infusions  of  U.S.  aid.   But  for  the  next 
several  years,  the  United  States,  which  invested  so  much  money  and  effort  in  war,  must 
invest  in  peace. 
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Prepared  Statemmt  of  Peter  Hakim 

President 

lAter-Aaterican  Dialogue 

Before  the  Subcommittee  oa  Weetem  Hemisphere  Affairs 

of  the  Committee  on  Foreign  Affairs 

House  of  Representatives 

Washington,  D.C 

March  1, 1994 


I  veT>  much  appreciait  the  subcommittee's  invitation  to  testify  on  U.S.  foreign  assistance 
to  Latin  America. 

In  ibe  interests  of  fu'l  tlisclosure.  I  want  to  make  sure  tlut  you  laiow  tliat  the  organization 
I  direct  —  the  Imer-.^mericar  Dialogue  --  received  a  grant  from  US  Agency  for  International 
De\elopmcnt  last  year,  and  v/.t  are  seeking  a  supplemental  grant  this  year.  This  support  amounts 
to  about  3  percent  of  our  bud^^et. 

I  learned  n  great  deal  f  bout  USAID  in  the  course  of  requesting  and  receiving  money  from 
the  agency   I  would  be  happy  to  talk  at  length  about  my  experience,  but  let  me  say  here  that  two 
things  particularly  stood  out    One  was  the  very  high  quality  of  most  of  the  professional  and 
technical  pecple  with  whom  v  e  dealt.  The  second  was  the  enormous  waste  of  time,  paper,  and 
people  invohed  in  USAID's  jrantmaking  process.  There  was  literally  more  paperwork  involved 
in  our  grant  from  USAID  ihsr  in  the  total  other  contributions  we  received  last  year    Unless 
USAID's  procedure  can  be  sireamlined  and  made  more  sensible,  it  is  surely  not  the  right  agency  to 
be  promoting'  good  govemanr e  or  effective  management  abroad   It  needs  first  to  be  reinvented  at 
home. 

I  have  just  a  few  point)  to  make  today. 

When  we  talk  about  USAID's  work  in  Lttin  America,  it  is  important  to  recognize  that 
there  is  no  such  thing  as  a  Lat  n  American  program.  There  is  no  program  that  is  conceived  as 
aiding  the  rcijion  as  a  whole  or  as  furthering  US  objectives  in  the  region    The  bulk  of  US.  aid 
goes  to  a  small  number  of  iro.i'y  small  countries    In  1993,  for  example,  Brazil,  Mexico, 
Argentina,  Venezuela,  and  CHIe,  which  together  contain  upwards  of  75  percent  of  Latin 
America's  population,  obtain: J  virtually  no  assistance  at  all. 

The  point  is  that  most  Latin  American  countries  have  outgrown  the  need  for  bilateral  aid, 
and  the>'  are  not  asking  for  aici   What  they  want  is  the  right  to  compete  freely  in  the  U.S  market, 
and  in  exchange,  are  prepare*' J  to  allow  us  to  conipete  in  their  markets    Still  the  question  arises 
wlicther,  given  the  movement  toward  economic  integration  in  the  hemisphere  and  increasing 
political  cooperation,  the  Uiited  States  should  seek  to  develop  a  regional  program  to  further 
integration  and  cooperation  c-rorts 


\ 


77 


Durir.g  the  1970a,  Certral  Americt  received  very  snull  amounts  of  US.  assistance. 
During  the  19S0s,  four  out  i)f  the  five  Central  American  republica  were  among  the  top  ten  aid 
recipients  worldwide   During  the  latter  half  of  the  decade  the  United  States  was  spending  SI 
billion  a  year  in  Central  APK'iica.  By  1994,  ant]|tfl  aid  to  the  subregion  had  dropped  to  $300,000. 
What  had  happened  to  prod  .ice  this  enormoiS^^ing  in  assistance'^ 

It  ceraiftly  had  little  tc  do  with  devcioptrent  needs.  Central  America,  in  fact,  is  poorer 
today  than  it  was  back  in  198(i  when  aid  began  pouring  in.  The  point,  incidentally,  is  not  that  aid 
caused  this  retrogression.  No  Central  America  went  through  rough  times;  and  U.S.  support  may 
have  preveat^i  it  from  failing;  turther  back 

The  \olume  of  U.S.  assistance  also  had  little  to  do  with  Central  America's  capacity  to  use 
aid.  That  capacity  i&  tu  great^sr  today  now  that  the  region's  wars  are  over,  its  govenunents  are 
demccraticaUy  elected,  and  U  las  undertaken  critical  economic  reforms.  Indeed,  much  U.S. 
support  ill  th;  1980s  allowci  Central  American  countries  to  postpone  needed  reforms. 

Wliat  motivated  US  ;>ssistance  to  Central  America  was  not  a  coacem  about  human  needs 
or  devciopmont.  It  was  Cold  War  politics    Now  the  Cold  War  is  over,  and  USAID  is  no  longer 
needed  to  fight  th&t  battle.  A.  new  purpose  must  be  found  for  allocating  aid.  For  a  short  while  it 
appeared  that  the  drug  war  might  replace  the  CoM  War,  as  US  assistance  to  the  drug  supplying 
countries  be^an  to  increase  sharply  in  the  late  19SOs.  But  the  evidence  is  now  overwhclniing  that 
the  resources  we  have  spcat  :a  antidrug  efforts  overseas  have  done  nothing  -  and  can  do  nothing 
-  to  stem  the  flow  cf  narcotics  into  the  United  States.  If  neither  the  Cold  War  nor  the  drug  war 
can  justify-  or  give  purpose  tc  m  aid  program  in  Latin  America ,  why  should  the  United  States  be 
involved  a:  aJl? 

Our  iid  program  in  Latin  America,  like  our  broader  policy  toward  the  region,  no  longer 
needs  to  be  cirected  to  prct«:.ing  our  interests.  Our  interests  are  not  at  risk  any  longer.  U.S. 
pc'licy  towar-1  Latin  America  instead,  should  be  driven  by  oppcrtanities  —  specifically, 
opportunities  for  economic  advances,  for  promoting  some  fiindamental  values  like  democracy, 
human  rights,  and  social  jus~i( e;  and  for  cooperation  in  dealing  with  key  problems  like 
environment  and  immigration. 

I  bcliove  that  current  1  ;ader$hip  of  USAID  has  set  out  the  right  objectives  for  the 
organization  in  Latin  America    I  would  paraphrase  the  key  objective  as;  helping  poorer  coimtries 
that  share  our  basic  values  tc  Jevelop  in  ways  that  are  sustainable  over  time:  politically, 
economically ,  and  environmtrtally. 

Wliat  is  hard  is  to  trainforra  that  broad  purpose  into  efllective,  functioning  programs   In 
my  \iew,  the  central  focus  c C  .\ID  programs  should  be  on  economic  growth.  Economic  growth  is 
ultimately  the  only  solution  to  poverty  and  is  also  crucial  for  nurturing  democracy.  Growth 
creates  jobs,  it  generates  rescmrces  for  social  spending,  it  reduces  political  opposition  to 
redistribution 
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One  last  point.  Given  the  small  size  of  US  AID'S  budget  when  compared  with  other 
sources  of  capital  flow  ~  ever  under  the  rosiest  scenario  -  it  is  crucial  that  funds  be  directed  to  a 
very  small  number  ofcountriisj.  It  is  also  important  that  we  stick  with  those  countries  long 
enough  to  be  effective. 

Let  me  suggest  three  criteria  for  selecting  countries  for  U.S.  support: 

1 .  They  should  be  genuinely  in  need.  They  should  not  have  easy  access  to  large  private  flows 
or  to  sustained  $upp>jr  from  the  large  multilateral  financial  organizations. 

2.  Th«y  should  be  democratic  or  moving  clearly  in  democratic  directions. 

3.  They  should  be  purs  jiig  sound,  growth-oriented  economic  policies.  To  assist  countries 
failing  this  test  is  to  A'iiste  U.S.  taxpayer's  money. 

4.  Finally,  countries  shojld  demonstrate  their  own  national  commitment  to  addressing 
problems  cf  poverty  iuid  inequality.  Good  indications  are  effective  and  inclusive  tax 
systems  and  rising  inM:stments  in  such  areas  as  education  health,  and  other  key  social 
services. 
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Opening  Statement  of  Representative  Robert  G.  Torricelli  on  the  Clinton 
Administration  Fiscal  Year  1995  Foreign  Aid  Request 

Welcome  to  today's  second  hearing  of  the  Western  Hemisphere  Affairs  Sub- 
committee on  the  Clinton  administration's  fiscal  year  1995  budget  request  for  Latin 
America  and  the  Caribbean. 

Last  week,  we  discussed  with  a  panel  of  Latin  American  experts  some  of  the  gen- 
eral issues  associated  with  aid  to  tne  re^on,  such  as  the  effectiveness  of  U.S.  assist- 
ance programs  and  the  impact  of  conditions  the  United  States  has  placed  on  its  as- 
sistance. 

Today,  we  will  discuss  those  issues — and  actual  budget  numbers — with  two  offi- 
cials from  the  Clinton  administration:  Ambassador  Alexander  Watson,  Assistant 
Secretary  of  State  for  Inter-American  Affairs;  and  Mark  Schneider,  Assistant  Ad- 
ministrator for  Latin  America  and  the  Caribbean  for  the  U.S.  Agency  for  Inter- 
national Development. 

Before  we  hear  from  our  witnesses,  it  is  important  that  they  know  that  this  com- 
mittee is  extremely  concerned  about  the  cuts  in  funding  for  Latin  America  and  the 
Caribbean  that  we  have  seen  in  recent  years. 

In  fiscal  year  1990,  the  region  received  close  to  $2  billion  in  U.S.  foreign  assist- 
ance. In  this  fiscal  year,  the  total  is  only  $770  million.  'Hie  fiscal  year  1995  request 
of  $838  million  is  an  improvement  over  this  year,  but  it  is  still  well  below  tradi- 
tional funding  levels  for  the  region. 

Furthermore,  if  we  subtract  the  $100  million  increase  the  administration  has  re- 
quested for  narcotics  and  crime  programs  in  South  America,  then  we  actually  end 
up  with  a  decrease  of  close  to  $30  million  for  the  region  for  fiscal  year  1995. 

We  look  forward  to  hearing  how  the  administration  expects  to  reconcile  those  cuts 
with  the  very  real  needs  of  the  region.  In  particular,  we  will  be  asking  what  the 
impact  of  cuts  in  U.S.  jissistance  will  mean  to  the  consolidation  of  peace  agreements 
in  Central  America  and  to  the  furtherance  of  the  free  market  economies  and  democ- 
racy throughout  the  region. 

In  addition,  as  we  noted  last  week,  this  is  the  first  year  that  the  foreign  aid  budg- 
et will  be  considered  in  a  post-cold  war  context,  and  the  first  year  that  funding  will 
be  allocated  according  to  a  new  set  of  foreign  policy  goals  and  olyectives. 

The  administration's  desire  to  set  new  priorities  for  U.S.  foreign  assistance  is 
clearly  laudable.  We  are  facing  new  international  conditions  and  problems,  and  our 
foreign  assistance  programs  can  no  longer  be  geared  to  the  conditions  and  needs  of 
the  cold  war. 

However,  we  would  note  with  concern  that  the  administration's  "Peace,  Prosperity 
and  Democracy  Act"  does  not  include  specific  authorizations  for  Latin  America  and 
the  Caribbean,  even  though  such  authorizations  would  appear  to  be  appropriate, 
particularly  in  the  Sustainable  Development  and  Building  Democracy  sections  of  the 

We  look  forward  to  hearing  the  administration's  views  on  these  issues  and  addi- 
tional details  on  its  fiscal  year  1995  budget  request. 
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Statement  of  Representative  Robert  Menendez  on  the  Cunton 
Administration  Fiscal  Year  1995  Foreign  Aid  Request 

Thank  you,  Mr.  Chairman.  I  appreciate  your  calling  a  hearing  on  this  important 
matter.  I  hope  that  this  begins  a  serious  dialogue  with  the  administration  regarding 
our  concerns  about  the  fiscal  year  1995  budget  request  for  Latin  America  and  the 
Caribbean.  As  far  as  the  Western  Hemisphere  is  concerned,  I  believe  that  request 
is  inadequate  and  contrary  to  the  administration's  stated  policy  goals. 

Two  weeks  ago,  I  told  Secretary  Christopher  when  he  appeared  before  House  For- 
eign Affairs  Committee  that  there  was  good  news  and  baa  news  about  this  budget 
request.  The  good  news  is  that  through  the  "Peace,  Prosperity,  and  Democracy  Act 
of  1994",  we  are  basing  our  international  development  programs  on  commendable 
objectives  rather  than  on  earmarks.  The  bad  news  is  that  we  are  not  really  getting 
away  from  earmarks.  Sprinkled  throughout  the  foreign  aid  reform  biU,  under  the 
new  objectives,  are  the  old  earmark  priorities.  But  I  tried  to  underscore  then — and 
I  want  to  reiterate  today — ^that  U.S.  international  development  resources  must  ad- 
dress the  policy  principles  outlined  in  the  bill,  especially  with  regard  to  Latin  Amer- 
ica and  the  Caribbean.  I  was  surprised  to  discover  that  not  a  single  sentence  in  the 
bill  addressed  Latin  America  and  the  Caribbean,  but  specific  mention  was  given  to 
the  priorities  of  the  Newly  Independent  States,  Eastern  Europe,  and  the  Middle 
East. 

In  this  year's  budget  request,  the  first  priority  established  by  the  administration 
for  the  conduct  of  diplomatic  and  consular  relations  is  "Economic  Security".  Central 
to  that  priority,  the  Department  talks  about  the  importance  of  (I  quote:) 
"...encouraging  expanded  economic  cooperation  with  development  countries,  particu- 
larly in  those  regions — Latin  America  and  Asia  and  the  Pacific — whose  markets  for 
U.S.  goods  and  services  are  growing  rapidly;" 

This  statement  is  on  the  mark,  as  Latin  America  and  the  Caribbean  represents 
a  market  of  $80  billion,  and  growing,  for  U.S.  exports.  It  recognizes  that  the  na- 
tional interests  of  the  countries  in  the  Western  Hemisphere  have  become  so  inter- 
related that  the  prosperity,  security,  and  well-being  of  the  U.S.  is  linked  inextricably 
to  the  peace,  prosperity,  and  democracy  of  the  other  countries  of  the  Western  Hemi- 
sphere. 

However,  the  above  rhetoric  does  not  square  with  the  reality  of  the  budget  pro- 
posed for  Latin  America  and  the  Caribbean.  During  the  1980's,  Latin  America  and 
the  Caribbean  received  over  $2  billion  annually  in  U.S.  foreign  assistance.  In  fiscal 
year  1993,  Latin  America  and  the  Caribbean  received  over  $1.2  billion.  In  fiscal  year 
1994,  aid  figures  dropped  precipitously  to  $770  million  and  estimates  for  fiscal  year 
1995  put  the  number  at  just  over  $820  million  for  this  region  of  over  450  million 
inhabitants,  46  percent  of  whom  live  in  poverty. 

Between  fiscal  year  1993  and  fiscal  year  1994,  Economic  Support  Funds  (ESF)  to 
Latin  America  and  the  Caribbean  were  cut  by  $262  million.  In  tne  same  period.  De- 
velopment Assistance  (DA)  to  the  region  was  cut  by  $67  million.  This  equals  a  cut 
in  one  fiscal  year  of  $329  million,  while  our  committee  last  year  authorized  a  cut 
totalling  of  $587  million  in  foreign  assistance.  This  means  the  cuts  for  Latin  Amer- 
ica and  the  Caribbean  region  totalled  more  than  half  of  all  reductions.  Obviously 
in  these  tight  budgetary  times,  I  do  not  suggest  that  we  not  cut,  but  rather  that 
we  cut  prudently  and  in  a  way  which  enchances  our  national  interests. 

In  the  post-^fAFTA  era,  we  are  moving  toward  greater  hemispheric  integration 
with  the  Latin  American  and  Caribbean  region.  Yet,  at  the  same  time  we  are  reduc- 
ing drastically  our  presence  there.  Not  only  is  assistance  declining  precipitously,  but 
AID  is  closing  one-third  of  all  its  missions  in  the  region.  I  am  concerned  that  we 
don't  practice  what  we  preach.  I  am  also  concerned  that  we  are  making  a  big  mis- 
take. 

How  can  we  obtain  expanded  markets  in  that  region,  and  thus  enhance  our  own 
economic  security  if  so  many  people  in  this  hemisphere  cannot  even  afford  to  buy 
our  goods?  How  can  American  investors  be  assured  that  their  investments  will  be 
honored  if  democracy  and  its  supporting  institutions  are  not  yet  consolidated? 

Without  the  necessary  resources,  Latin  America  and  the  Caribbean  to  some  extent 
like  Eastern  Europe,  may  follow  a  two-tiered  development  process  in  which  some 
countries  develop  and  prosper  while  others  get  left  behind.  On  a  more  positive  note, 
in  his  testimony  the  Secretary  did  say  that  he  hoped  we  could  obtain  more  fiinds 
for  the  region. 

I  am  concerned  that  the  U.S.  will  not  enjoy  the  kinds  of  levels  of  trade  and  invest- 
ment it  hopes  to  attain  from  a  revitalized  hemisphere  if  nearly  half  of  the  region's 
population,  which  is  poor,  cannot  participate  in  their  countries'  mainstream  econo- 
mies. 
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For  these  reasons,  I  believe  we  need  to  do  two  things  in  respect  to  Latin  America 
and  the  Caribbean.  First,  we  should  include  as  part  of  the  foreign  reform  bill,  a  De- 
velopment Fund  for  Latin  America  and  the  Caribbean.  Second,  I  will  propose  that 
within  the  present  fiscal  vear  1995  budget  request,  the  administration  try  to  secure 
for  Latin  America  and  the  Caribbean  funding  levels  so  that  all  developing  Latin 
America  and  Caribbean  countries  may  in  fact  "^aduate"  from  assistance  and  move 
up  to  par  with  the  U.S.  economically  and  politically.  With  these  two  measures,  we 
hope  to  back  our  commitment  to  expanding  hemispheric  markets  and  to  a  process 
of  regional  integration  that  would  benefit  all  the  peoples  of  the  Western  Hemi- 
sphere. 
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Mr.  Chairman,  thank  you.  I  want  to  welcome  to  our  subcommittee  both  Ambassador 
Watson,  Assistant  Secretary  for  Inter-American  Affairs,  and  AID  Deputy  Administrator 
Mark  Schneider.  Thank  you,  gentlemen,  for  your  testimony  and  your  spirit  of  cooperation 
with  the  hope  of  building  a  consensus  on  U.S.  policy  with  our  neighbors.  We  need  to 
develop  a  policy  with  these  partners  in  trade  whose  trading  importance  is  growing 
dramatically.  I  look  forward  to  our  working  together  as  we  consider  the  foreign  assistance 
budget  and  the  rewrite  of  the  foreign  aid  law. 

As  I  indicated  at  last  week's  hearing,  I  am  committed  to  work  with  Chairman 
Torricelli  and  with  the  Administration  to  design  a  foreign  policy  so  that  we  promote 
economic  vitality  based  on  free  market  principles,  and  political  stability  based  on 
constitutional,  representative  government.  Mr.  Chairman,  I  trust  that  we  will  continue  to 
pursue  these  principles  in  our  relations  with  the  freely  elected  governments  in  the  region, 
as  well  as  strengthen  democratic  institutions  and  dissuade  corrupt  practices  which  undermine 
economic,  political  and  social  development. 

I  continue  to  support  fully  the  sweep  of  economic  reform  throughout  the  region.  I 
firmly  believe  that  only  with  the  changes  in  economic  policy  and  market-pushed,  real 
economic  growth  can  we  expect  countries  to  be  weaned  from  the  desperate  need  for  and 
in-flow  of  foreign  assistance.  Economic  development  will  help  alleviate  the  child  mortality 
rates  which  remain  high  in  Bolivia,  El  Salvador,  Haiti,  Guatemala,  Peru  and  Nicaragua. 
Economic  development  will  foster  more  vibrant  markets  for  U.S.-made  products  and 
exports.  Economic  development,  privatization  of  production  and  property,  and  stable 
democratic  governments  will  help  empower  citizens  throughout  the  region  to  provide  for 
themselves  and  have  a  stake  in  the  future  of  their  country. 

The  fundamental  economic  changes  in  this  region  are  profound  and  encouraging  but 
we  are  not  "out  of  the  woods"  -  our  work  is  far  from  complete.  TTiis  is  a  critical  period 
and  I  believe  we  have  an  obligation  to  maintain  our  resource  commitment  to  this  region. 
I  am  eager  to  work  to  ensure  that  our  own  limited  resources  are  used  in  the  most  effective 
projects,  and  with  confidence  that  our  assistance  levels  reflect  the  commitment  to  common 
principles  made  by  each,  respective  country. 

Again,  Mr.  Chairman,  thank  you  for  conducting  our  hearing  today.  I  look  forward 
to  hearing  the  Administration's  perspective  on  where  our  policy  is  leading  and  where  we 
must  move  with  caution. 


83 


statement  of  Alexander  P.  Watson 

XssiBtant  Secretary  o£  State 

toz   Inter-American  AEfaics 

before  the 

Subconmittea  on  Western  Hemisphere  Affairs 

House  Cotmittee  on  Foreign  Affairs 

March  9,  1994 

Mr  Chiirman,  members  of  the  Subconnittee,  thank  you  for 
this  opportunity  to  discuss  our  proposed  foreign  assistance 
budget  request  for  Latin  America  and  the  Caribbean  for  Fiscal 
Year  1S')5.   I  am  sager  to  shara  with  you  the  Administration's 
views,  and  I  look  forward  to  hearing  your  thoughts  and  to 
workinc  with  you  ts  build  a  consensus  on  America's  policy 
toward  a   region  t-iat  is  rapidly  changing  and  increasingly 
impoitout  to  the  United  States. 

President  Clinton  has  defined  three  broad  goals  for 
American  foreign  policy:   protecting  the  security  of  the 
nation;  pronoting  iconomic  growth;  and  encouraging  democracy 
througtout  the  wcirld.  Nowhere  are  conditions  more  propitious 
for  the  r»eIizatio:i  of  these  goals  than  right  here  in  our 
hemlspher.3.   I  wou  .d  like  to  touch  briefly  on  the  Clinton 
Administration's  gials  in  the  region. 

For  the  first  r.ime  since  the  Monroe  Doctrine  was 
proclair.ed,  we  cart  define  our  relationships  with  Latin  America 
and  the  Caribbean  I'ithout  the  explicit  threat  of  external 
aggression.   Our  ct>licies  can  be  driven  not  by  fear,  but  by 
hopet  no>t  by  threats  to  our  security,  but  by  the  promise  of  a 
hemisphorc  of  fre*  nations  living  in  harmony  and  sharing  in  a 
common  prosperity. 
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Th<3  decision  of  Congress  last  November  to  approve  the  North 
American  Free  Trade  Agreement  was  a  historic  achievement  and 
one  thit  l3  crucitil  to  fulfilling  this  promise.   As  Secretary 
Christopher  stated  in  his  testimony  last  month,  NAFTA  not  only 
will  c-sate  opportunities  for  high-payiny  export  jobs  here  in 
the  Un.ted  States,  beginning  with  Canada  and  Mexico  it  will 
build  ci  bridge  of  greater  economic  and  political  cooperation  to 
the  henilsphsre.   it  will  serve  as  the  model  for  our  future 
relationship  with  the  region.   It  advances  the  vision  of  a 
communi ;y  of  nati:ns  committed  to  democracy,  bound  together  by 
open  intrkets  and  rising  standards  of  living,  and  dedicated  to 
the  pe£<:eful  resolution  o£  disputes.   It  can  pave  the  way  for  e 
network  of  mutually  reinforcing  relationships  among  many 
element.",  of  our  societies  and  governments  that  will  increase 
stabiliv.y  and  ptcgccss.   It  can  provide  new  mechanisms  for 
d<^Alinc  with  the  important  issues  of  environmental  degradation 
and  labor  rights. 

As  the  Secretary  also  noted  last  month,  our  engagement  in 
the  Western  Hemisp'iere  advances  the  full  range  ot   our  global 
agenda.   NAFTA  agn.n  shows  the  way  to  the  future,  as  it 
promotes  3  pattern  of  cooperation  needed  to  deal  effectively 
with  increasingly  important  transnational  problems  such  as  law 
enforce  rent,  counternarcotics  and  migration. 

I  an  pleased  tu  be  able  to  report  to  you  that  the  trends  in 
our  hemlcphere  ar«  roost  encouraging.  We  and  our  neighbors  to 
the  Sou:h  share  c^tonon  values  and  objectives  to  a  greater 
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extent  than  any  time  in  history.  Values  we  share  echo  from 
Toronto  to  Tier r a  del  Fuego.   in  nany  ways,  the  hemisphere  is 
converqing  toward  a  connon  agenda,  and  that  makes  prospects  for 
region.il  poace  and  creative  cooperation  very  strong. 

Fo:'«most  among  these  values  is  democracy,  which  is  a  core 
value  o(  this  Administration  and  of  the  American  people. 
Democracy  is  the  form  of  government  most  responsive  to  the  will 
and  richts  of  the  people,  most  able  to  naximite  the  creative 
talentc  of  the  population  to  build  a  prosperous  society  through 
an  oper  aarket  eccnomy,  and  least  likely  to  promote  war  and 
violence  as  a  means  to  achieve  national  objectives.  Thus,  it 
is  essential  to  tha  growth  of  a  stable,  secure  and  prosperous 
community  of  natiois  in  the  hemisphere.   Democracy  in  this 
nemispheire  and  eltsswhere  is  inextricably  tied  to  our  own 
interests. 

And  the  triumph  of  democracy  in  the  hemisphere  has  been 
nearly  complete.   Tn  the  1970s,  most  nations  in  the  region  were 
ruled  by  acme  forn  of  authoritarian  regime;  democracy  was  the 
exception.   In  tho  1990s,  that  has  been  reversed;  democracy 
reigns  '.hile  autho  'itarianism  has  become  the  rare  exception. 
Dernocraiy  now  is  «i'.:cepted  throughout  the  hemisphere  as  the  only 
legitimate  form  of  government.   Today  we  also  are  witnessing 
growing  pressure  in  the  region  for  more  effective  governance 
from  th'sse  democracies  so  that  they  are  more  responsive  to 
their  citizens'  demands. 
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At  the  8affl«  time,  the  ideas  of  a  generation  that  sought  to 
protect  markets  at^i   erect  tariff  walls  are  being  swept  away. 
Almost  all  governiiienta  in  the  hemisphere  are  now  committed  to 
macro-ttconomic  reform  and  restructuring.   They  are  implementing 
polici€»s  to  achieve  financial  balance  through  tax  reform, 
monetary  and  fiscal  discipline,  and  privatization.   They  are 
gaininct  internaticnal  competitiveness  as  they  open  up  their 
economies  to  international  trade  and  free  up  internal  markets. 
This  ccmfcination  :f  market  reform  and  renewed  growth  is  very 
positive  for  the  'J.S.  economy. 

Clfearly,  democracy,  human  rights,  market  economics  and  good 
governpnce  are  idois  that  are  maturing  in  Latin  America.   They 
form  ar.  enduring  foundation  for  sustainable  and  mutually 
beneficial  economl :  growth  and  development. 

Another  dramatic  result  of  this  consonance  of  values  and 
objectives  in  the  lemisphere  is  a  new  spirit  of  cooperation  in 
addressing  transnational  issues  such  as  narcotics,  terrorism, 
migration,  arms  f I  )ws  and  environmental  protection — problems 
that  no  country  ct\n   ignore  but  governments  cannot  resolve  alone. 

Lat^^  this  yet' ,  President  Clinton  will  host  a  summit  of 
the  dem-3cratically  elected  leaders  of  the  hemisphere.   The 
Summit  of  the  Americas  will  have  two  broad  themes:  democracy 
and  goo'l  governancu;  and  trade  expansion,  investment  and 
sustain.ible  develoiment.   The  Summit  will  be  an  historic 
opportunity  for  th«  Hemisphere  to  recognize  explicitly  this 
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conver'jencs  of  ddnocratic  and  free-marlcet  values  and  to  chart  a 
course  for  the  futuce.  We  will  seek  agreement  on  a  Suramit 
action  plan  to  r^unCorce  that  convergence  for  all  the  people  of 
the  Am'iricjis.  On    Sumreit  objective  is  to  create  a  new 
post-Cold  War  nature  hemispheric  partnership  for  peace* 
democracy,  mutual  growth  and  shared  prosperity. 

This  mature  relationship  will  emphasize  conaultotion  and 
ceciprucity  rather  than  unilateralism.   Free  trade  is  replacing 
aid  as  f:he  foundation  of  our  economic  relationship  with  the 
region.   The  days  of  large  bilateral  resource  transfer 
assistance  prograirs  are  passing.   The  good  news  is  that  for 
most:  of  the-  region,  the  need  for  large  U.S.  bilateral  economic 
aid  resource  transfers  has  become  far  less  relevant.  Major 
nations  such  as  ^.tjentina,  Brasil,  Chile,  Colombia,  Mexico  and 
Venezuela  all  seek  growth  through  trade  among  themselves,  with 
tne  unitQd  States  ind  with  the  rest  of  the  world.  The  region 
has  become  one  of  our  largest  and  most  dynamic  markets.  U.S. 
exports  to   Latin  Anerica  have  more  than  doubled  in  six  years, 
to  about  $76  billi  :>n  in  1993;  that  is  considerably  more  than  we 
sell  to  Japan  and  ttbout  what  we  sell  to  all  the  developing 
countries  of  East  .\8ia. 

As  aright  as  the  future  appears,  however,  we  must  recognize 
that  serious  problnms  persist.   In  certain  nations,  strong 
forces  opposed  to  democracy  and  economic  reform  would  undo  the 
progress  of  recent  years  and  return  to  the  days  of 
authoritarianism  aid  statist  economic  policies.  Narco- 
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traffickers*  oftnn  linked  with  terrorist  groups,  are  a  potent 
danger.  Corruptlr}n  remains  a  critical  concern.  The  cry  for 
social  equity  is  growing;  income  inequality  in  the  region  ranks 
among  the  worst  in  the  world.  The  disparities  between  wealth 
and  poverty  are  increasingly  apparent— and  breed  political 
volatility.  By  Ut4  estimates,  roughly  45\  of  Latin  America's 
people  live  in  pcverty,  and  per  capita  income  in  1992  was  still 
7%  below  that  of  1961. 

We  xust  understand  that  democracy  and  free  market  reform 
take  t.me  and  must  be  nurtured.   If  we  neglect  the  region,  we 
risk  serious  reversals.  We  must  remain  engaged  to  maintain  the 
momenti-.in  toward  a  hemisphere  of  freedom,  prosperity  and  harmony. 

Mr.  Chairman,  as  you  are  aware,  the  FY  1995  budget  request 
Is  submltt&d  in  a  new  format  consistent  with  the 
AdminiEi-.retion's  proposed  Peace.  Prosperity,  and  DemQcracv  Act 
of  1994    It  redefines  our  national  security  interests  and 
divides  programs  lito  six  mutually  reinforcing  goals.   It 
adjusts  to  the  pcnc-Cold  War  realities  and  offers  greater 
flexibility  in  puriuing  U.S.  interests.   This  restructuring  has 
profour(!ily  affectul  the  formulation  of  the  assistance  request 
for  Latin  America  ind  the  Caribbean. 

Our  total  requf)8t  for  the  region  for  FY  1995  comes  to 
$838.7  Tillion.  T'riis  is  spread  broadly  among  the  various 
titles.  I  will  provide  you  a  preliminary  overview  of  our 
programs . 
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Unaer  th«  "Ccuntrlas  in  Transition"  chapter  of  the  Building 
Deraocricy  titla,  ve  ars  requesting  a  total  of  $77.6  million. 
The  gr«)«t  majority,  $75  million,  is  for  economic  assistance. 
Given  bhe  austere  budget  realities  under  which  we  must  operate, 
we  bel-5ve  we  shov:ld  concentrate  our  economic  assistance  on  a 
small  number  of  ccuntries  in  which  our  aid  is  critical  to 
Bu^itain  donocratic  development. 

o   In  El  Salvador,  our  assistance  protects  the  substantial — 
snc.  remarkably  successful — U.S.  investment  in  support  of 
the  peace  process  and  the  consolidation  of  democracy, 
including  programs  for  national  reconstruction  such  as  land 
distribution  .aid  assistance  for  ez-combatants. 

o   In  Haiti,  it  will  allow  us  to  provide  a  package  of  support 
for  dedjccratic  transition,  consisting  of  human  rights 
m>3nitoring,  juitice  reform,  economic  stabilization,  and  a 
fflodost,  non-le:hal  military  professionalization  program 
called  for  in  t:he  Governor's  Island  Accord. 

o   In  Vicaragua,  mr  aid  makes  possible  such  direct-impact 
programs  as  hujian  rights  monitoring  and  protection  by  the 
0AS''CIAV  mission,  professionalization  of  the  legislative 
and  judicial  branches,  development  of  grass-roots 
demscratic  organizations,  and  assistance  in  the  health, 
edu:ation,  employment  generation,  infrastructure  and 
environmental  ••reas. 
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o   ir  Peru,  we  are  gseklng  funds  to  sustain  a  humdn  rights 
recistry  of  dtitaineeS/  support  reform  of  Peru's  electoral 
ap^acatui,  inA   nourish  local  democratic  initiatives. 

o   lo  Guatemala,  our  balance  of  payments  assistance  will 

demonstrate  our  support  for  reformist  President  Raroiro  De 
Leon  and  the  ihared  goals  of  peace*  improved  respect  for 
hucnan  eights  end  strengthening  of  democratic  institutions. 

I  would  like  io  cite  Guatemala  as  an  example  of  the  very 
important  effect  that  our  aid  can  have.  The  $10  million  in  ESF 
assist£i:ice  we  pronlsed  to  Guatemala  in  September  1993  leveraged 
over  $jOC  million  from  the  international  community  in  a 
collBbc::ative  multilateral  effort. 

Fir.nlly,  AdmLnistration  of  Justice  remains  a  high  priority, 
as  the  irule  of  law  is  central  to  the  establishment  and 
preservdticn  of  d«:nocracy.   For  FY  199S,  we  are  consolidating 
out  AOJ  programs  liito  a  single  region-wide  account;  projects 
range  from  court  a^lministratlon  and  creation  of  judicial 
training  programs  :o  implementation  of  new  adversarial  criminal 
procedure  codes  anJ  alternative  dispute  resolution,  as  well  as 
major  prlice  development  projects  in  El  Salvador  and  Panama. 

The  remaining  S2.590  million  in  the  "Building  Democracy" 
title  is  requested  for  Defense  Training  to  a  number  of 
countri.is.   These  programs  emphasize  the  principle  of  civilian 
control  pf  the  military;  improving  military  justice  systems  and 
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pcocedjres  in  accordance  with  internationally  accepted 
standacda  of  humcin  rights;  and  increasing  the  professionalism 
and  responsibility  in  defense  raanagement  and  resource 
ailoca::ion.  They^  would  include  civilians  involved  in  defense 
issues  as  well  aa  members  of  the  military. 

Thi>  title  on  1  romoting  Sustainable  Development  contains  our 
request;  for  (430. '4  million.  01   this  amount,  $382.4  million  is 
Development  Assistance  that  in  consonance  with  AID'S  new 
approach  will  focus  on  four  strategic  areas:   broad-based 
economic  growth;  health  and  population;  environment;  and 
democracy.  These  four  fundamental  themes  are  crucial  to 
sustair  cur  hopes  Cor  stability,  prosperity  and  democracy  in 
Latin  America  and  the  Caribbean.   Our  programs  help  address  the 
problerr::  svch  as  :?overty,  population  and  health  care  and  their 
impact  on  the  ft6<jlle  democracies.   This  title  also  includes 
$48  fflii:.icn  in  assistance  under  PL  480  Title  III  that  addresses 
food  security  cor.csrns  and  promotes  sustainable  development. 

Under  the  Providing  Humanitarian  Assistance  title,  we  are 
requesting  $119.1  :iillion  for  PL  480  Title  II  food  assistance. 
This  request  refle^'ts  America's  continuing  concern  for 
humanitarian  need<;  and  the  welfare  of  the  people  of  the 
hemisphare.   The  Ailroinistration  has  not  yet  completed  its 
country  ailocationi:  for  PL  480  Title  X. 

I  s.-iould  point  out  that  World  Bank  and  Znter-American 
Development  Bank  lending  provides  critical  support  for  our 
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regional  efforts  no  promote  denocracy/  to  protect  the 
envirorunent  end  to  provide  assistance  to  the  poor.  In  fact, 
preliminary  XDB  £ata  Cor  1993  shows  a  dramatic  increase  in 
social  sector  prcnect  approvals  over  the  past  four  years. 
(Social  sector  pccjects  include  those  in  the  areas  of 
education,  health,  urban  development,  water  and  sewerage.)   In 
1990,  the  IDB  apjiioved  nine  projects  with  a  total  value  of 
$711  m.lllon  for  the  social  sector.  These  numbers  have  grown 
dramatically,  and  by  1993  the  IDB  approved  28  projects  worth 
nearly  $1.8  billicn;  nearly  one  third  o£  the  IDB  project 
approve  Is  last  year  were  for  the  social  sector.  These 
in8titi.<:ions  make  an  important  contribution  to  our  overall 
policy  qoals  In  tiie  hemisphere,  and  I  urge  you  to  support  their 
appropriations. 

Aic  Assistant  .Administrator  Mark  Schneider  will  address 
these  development  ind  humanitarian  assistance  programs  in  more 
detail. 

Within  the  Pro:aoting  Peace  title,  we  are  requesting  a  total 
of  $211.6  million  vrhich  is  divided  among  three  chapters.   By 
far  the  largest  portion,  $205.7  million,  falls  under  the 
Narcotics,  Terror! :.in,  and  Crime  Prevention  chapter.  This 
reflects  the  fact  That  controlling  the  Latin  American  drug 
trade  ontinues  tc  be  a  top  foreign  policy  priority.   President 
Clinton,  in  his  National  Drug  Control  Strategy,  pledged  his 
commitm>»nt  to  a  strong  drug  control  policy  in  Latin  America. 
It  is  needed  not  oily  to  support  our  domestic  goals  of  reducing 
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drug  availability  and  abuse,  but  also  to  prsvant  powerful, 
violent,  and  rich  drug  syndicates  from  undermining  the 
fundamantal  progioas  we  are  achieving  toward  democratic  and 
econorelc  rdforms  in  this  hemisphere.   In  this  regard,  our  Latin 
AmeriC'in  counterniircotics  programs  are  an  integral  part  of  our 
overall  effort  to  enhance  America's  security. 

Th3  Latin  Aroarican  drug  trade  is  a  more  serious  threat  than 
our  past  policies  were  prepared  to  address  and  we  are 
responding  with  a  new  strategy  and  budget.   They  shift  our 
focus  from  an  incieasing  reliance  on  narrow,  costly 
interdiction  opecetions  to  a  more  balanced  approach  that  will 
lead  tc  n-ore  permanent  solutions,  greater  host-nation  self 
relianro,  and  eventually  a  smaller  U.S.  drug  control  program  in 
Latin  Axserica. 

We  will  continue  supporting  interdiction  operations,  but 
make  them  ircre  ccst-ef fective  by  gradually  shifting  the  focus 
to  source  countriu.}  while  maintaining  the  flexibility  to  adjust 
to  changing  trafficking  patterns  in  the  transit  zone.   In  the 
source  countries,  where  the  drug  trade  is  potentially  more 
vulnerable,  we  will  concentrate  assistance  on  building, 
strengtnening,  an&   professionalizing  host  nation 
counternarcotics  institutions  such  as  judicial  systems, 
prosecutors,  and  K.w  enforcement  agencies.   We  will  integrate 
our  programs  with  lustainable  development  policies  to 
strengthen  the  ecoi.omies  of  key  drug  countries.   Stronger 
economifjs  create  alternatives  to  drug  production  and  provide 
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governiients  irith  nore  reiourcfts  to  combat  narcotics.  Ws  will 
also  f3Bter  greater  countornarcotics  inyolvement  by 
fflulti lateral  organlsationa/  aspecially  the  International 
financial  Inatitutioas  which  can  help  achieve  sustainable 
development  objectives.  And  we  will  target  enforcement 
operat:.ons  on  kingpin  orqanieationa  because  they  manage  the 
trade  nnd  pose  the  greatest  drug-related  threat  to  democratic 
institutions. 

To  streamline  the  implementation  o£  this  policy,  we  have 
£or  the  first  tine  consolidated  under  the  management  of  the 
Bureau  of  International  Narcotics  Hatters  (INM)  several 
formerly  fragment'?!  counternarcotics  accounts.   The  President 
instructed  us  to  do  this  in  his  counternarcotics  policy 
directive — PDD-14 — last  November.  The  new  Foreign  Assistance 
Act  alsu  calls  for  it.  Thus,  ZHM's  FT  1995  budget  for  the 
Western  Heirisphero  includes  the  traditional  ZNM  foreign 
assistance  account:  as  well  as  counternarcotics  funds  that  were 
formerly  ^rawn  fro:i  the  Economic  Support  Funds,  Foreiqn 
Military-  Financing  and  International  Military  Education  and 
Training  Jsudgets. 

The  consolidation  allows  for  greater  efficiency  and 
coheren:e,  Eor  both  the  legislative  and  executive  branches,  and 
answers  congressior^al  criticisms  that  some  counternarcotics 
funds  wt>re  disguiied  military  or  economic  assistance  programs. 
We  will  still  use  i>ID's  and  OoD's  expertise  to  administer 
specific  anti-drug  programs  when  appropriate,  but  the  overall 
program  will  be  managed  by  ZNM. 
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Of  the  amount  ramaining  in  the  Promoting  P«ace  title, 
$3,770  million  ix  contained  in  the  Peacekeeping  Programs 
chapter  and  $2.18^  million  is  in  the  Regional  Peace  and 
Security  cnapter.   The  Peacekeeping  program  consists  of  funds 
to  support  the  UN/OAS  International  Civilian  Mission  in  Haiti. 
The  small  amount  in  the  Regional  Peace  and  Security  chapter 
consis'-.s  of  Defence  Training  with  emphasis  on  professional 
fflilitavy  training  In  logistics,  management  and  respect  for 
internHkionally  recognized  human  rights.   We  envision  that  this 
tralnirig  would  su^'port  requests  for  UN  and  OAS  Peacekeeping 
operations  as  well  through  leadership  training  in  this  area. 

It  .s  worth  noting  that  the  Defense  Training  programs  in 
both  the  Building  Democracy  and  Promoting  Peace  titles  offer  a 
number  of  benefit:;  beyond  the  training  itself.  They  expose  the 
future  leaders  of  :he  region's  defense  establishments — both 
military  and  civi?.idn— to  American  values  and  traditions,  and 
thus  serve  to  enco  irage  concepts  such  as  civilian  authority 
over  ths  military  ind  respect  for  human  rights.  They  also 
build  psrsunal  andl  institutional  relationships  that  give  us 
vital  a::ce5S  to  key  defense  officials.   Finally,  they  bring 
certain  economic  i:»:tnefits  for  the  United  States  as  well;  they 
give  La~ln  9nd  Caiibbean  officials  experience  using  American 
hardware,  and  thus  can  influence  their  future  procurement 
decisions.   This  training  is  one  of  the  most  cost-effective 
program-.;  we  have  fci  promoting  our  overarching  objectives,  and 
one  on  vihich  I  hope  you  and  your  staff  will  work  with  us  to 
better  understand  its  benefits.   It  is  a  testament  to  the 
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chftngea  in  the  region  and  in  our  ovm  views  on  •ssistance  that* 
with  tne  ezcepticn  of  lome  componentB  of  our  counternarcotics 
progra:ns,  this  Oetenie  Training  it  the  only  militacy  aid  being 
requested  for  FY  1995. 

Mr  Chairman,  as  I  mentioned,  we  are  moving  toward  a  new, 
more  mature  relationship  with  the  hemisphere,  one  largely  based 
on  tracl«  and  not  aid.  In  the  future,  our  economic  assistance 
will  bti   primarily  through  our  contributions  to  and  influence  in 
the  international  financial  institutions  (IFZs).  Direct  U.S. 
assistance  will  be  tightly  focused  on  a  limited  set  of 
priorities  Including  sustainable  development.  We  will  work  in 
partnert:hip  with  -:le  IPIs  to  take  advantage  of  these 
institutions'  programs  for  sound  economic  growth  and 
managenient.  U.S.  funded  programs  will  be  closely  coordinated 
with  the  World  Ban<  and  Inter-American  Development  Bank  in 
addition  to  other  international  organizations  involved  in  the 
humanitarian  and  economic  assistance. 

Nevsrtheless.  we  must  maintain  our  direct  support  for  the 
emergin-]  de.i>ocracios  in  the  region.  We  must  help  them  cope 
with  ths  difficult  short-term  impact  of  economic  restructuring 
on  some,  pactlcularly  the  poor.  He  must  support  those  who  are 
bring inq  democracy  and  economic  reform  to  the  region.  They 
face  thr*  demands  oi  their  own  electorates  to  show  that 
democrat/  can  indeed  improve  their  well-being  as  well  as 
protect  their  individual  freedoms.  They  need  our  help  now. 
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We  ar«  all  aware  of  how  our  assistance  to  the  region  has 
plununatsd  in  reccmt  years.  Our  request  for  FY  1995  recognizes 
the  budget  realities  and  the  priority  the  American  people  place 
on  our  domestic  noeds.  We  have  pared  our  request  down  to  the 
mininniin  needed  tc  achieve  our  objectives  in  the  hemisphere. 
But  we  must  have  insufficient  resources  to  sustain  our  policies 
and  defend  our  interests.   I  urge  the  Committee  to  act 
favorably  upon  our  request  and  I  look  forward  to  working  with 
you  to  promote  our  common  objectives  in  the  region. 

Thank  you  for  this  opportunity  to  present  our  policy  vision 
in  thiH  second  yet^r  of  the  Clinton  Administration.   I  will  be 
pleased  to  answer  your  questions. 
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Prepared  Statement  of  Mark  L  Schneider 

Assistant  Administrator  for 

Latin  America  and  the  Caribbean 

U.S.  Agency  for  International  Development 

before  the 

Subcommittee  on  Western  Hemisphere  Affairs 

Committee  on  Foreign  Affairs 

U.S.  House  of  Representatives 

Washington,  D.C. 

March  9,  1994 


Mr.  Chairman,  Members  of  the  Committee,  it  is  a  pleasure  to  appear  before  you 
today  to  present  the  President's  Fiscal  Year  1995  budget  request  for  Latin  America  and 
the  Caribbean  and  to  discuss  the  Administration's  foreign  aid  reform  agenda  and  its 
impact  on  the  region. 


vou  in 


V 


1  would  like  to  begin  by  echoing  Assistant  Secretary  Watson's  pledge  to  work  with 
forging  a  consensus  on  U.S.  policy  towards  the  region.  The  end  of  the  Cold  War 
presents  a  new  window  of  opportunity  through  which  the  Administration  and  the 
Congress  can  work  together  to  help  the  region  overcome  the  obstacles  to  broad-based, 
equitable  and  sustainable  development.   I  can  pledge  to  you  that  this  Administration 
values  the  process  of  consultation  with  the  Congress,  not  only  for  its  substantive 
contributions  to  policy-making,  but  also  as  a  means  of  maintaining  broad  public  support 
tor  these  important  programs. 


The  Reform  Agenda 

It  was  in  this  spirit  of  cooperation  that  the  Administration  has  forwarded  the 
Peace,  Prosperity  and  Democracy  Act  of  1994.  This  legislation  is  a  vehicle  to  reform  our 
foreign  assistance  programs  and  will  serve  as  a  "charter"  to  replace  the  Foreign 
Assistance  Act  of  1961.   The  Foreign  Assistance  Act,  now  thirty  years  old,  is  simply  no 
longer  an  appropriate  policy  framework  for  the  post  Cold  War  setting.  The  reform  bill  is 
the  result  of  intensive  collaboration  between  Congress,  the  development  community,  the 
public  and  it  focuses  directly  on  an  approach  that  produces  demonstrable  results  in  the 
tield.   The  Peace,  Prosperity  and  Democracy  Act  plays  an  integral  part  in  the  long- 
needed  overhaul  of  USAID  along  the  guidelines  set  forth  in  the  Vice  President's 
.National  Performance  Review. 

The  legislation,  and  our  newly  released  Stratepes  for  Sustainable  Development. 
both  advance  a  foreign  policy  agenda  built  around  the  concept  of  preventive  diplomacy. 
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Preventive  diplomacy  recognizes  that  the  new  generation  of  strategic  threats  to  this 
nation  can  be  found  in  issues  like  rapid  population  growth,  environmental  degradation, 
kick  of  broad-based  economic  growth,  the  fragile  nature  of  many  of  the  region's 
democratic  institutions,  and  transnational  problems  like  narcotics  trafficking  ,  illegal 
mmration  and  AIDS.   These  concerns  pose  serious  and  very  real  challenges  to  our 
national  interests  and  economic  prosperity. 

By  focussing  directly  on  these  priorities  in  Latin  America  and  the  Caribbean, 
USAID  can  help  a  region  of  major  importance  to  the  United  States  and  maintain  its 
commitment  to  the  hemisphere's  long-term  security  and  stability.   We  need  to  foster  the 
understanding  that  relatively  modest  investments  in  addressing  these  concerns  now,  will 
save  .America  and  the  region  the  exorbitant  expense  of  dealing  with  these  matters  if  they 
are  unabated.   Consolidating  the  parallel  transitions  from  authoritarian  rule  and  closed 
markets  to  democracy  and  open  competition  remain  the  hemisphere's  greatest  challenge. 


Sustainable  Development 

USAID's  strategic  response  to  this  challenge  is  the  policy  of  Sustainable 
Development.   Sustainable  Development  is  defined  as  development  which: 

-  does  not  exhaust  the  resources  of  a  host  country; 

"  respects  and  safeguards  the  economic,  cultural  and  natural  environment; 

-  creates  many  streams  of  income  and  chains  of  enterprises; 

-  enables  the  policy  environment;  and, 

-  builds  indigenous  institutions  that  involve  and  empower  the  citizenry. 

In  order  to  succeed  in  an  environment  of  limited  resources,  USAID  will 
concentrate  its  programs  on  countries  most  in  need  and  on  those  where  we  can  have  the 
greatest  impact.   We  also  will  narrow  our  focus  to  four  areas  critical  to  sustainable 
development:  securing  broad-based  economic  growth  that  frees  markets  and  reduces 
poverty;  protecting  the  environment  so  that  natural  resources  are  renewed  for  our 
children's  use  as  well  as  our  own;  stabilizing  population  growth  and  protecting  human 
health;  and,  building  democratic  institutions  which  guarantee  political  freedom  and  shore 
up  the  rule  of  law. 

We  are  directing  our  investments  not  only  to  assist  governments,  but  to  reach  out 
to  non-governmental  organizations  and  involve  local  coimnunities.   Democracy  and 
broad-based  economic  growth  require  greater  participation  by  all  citizens  including  those 
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whu  have  traditionally  been  disenfranchised  -  such  as  women,  and  ethnic,  religious,  and 
indigenous  minorities. 

In  order  to  better  focus  USAID's  resources,  we  intend  to  manage  for  results, 
reward  innovation  and  success.  We  will  "graduate"  countries,  where  appropriate,  to  a 
point  beyond  the  concessional  grant  stage  of  the  development  process.  That  process  has 
begun  with  the  announcement  of  six  bilateral  closings  in  the  region's  higher  income 
countries:  Argentina,  Uruguay,  Belize,  Chile,  Costa  Rica  and  the  Regional  Office  for  the 
Eastern  Caribbean  in  Barbados.  Those  countries  over  the  next  several  years  can  take 
full  advantage  of  multilateral  bank  lending.  This  will  enable  USAID  to  better  focus  its 
program  so  that  it  can  achieve  development  results. 


Recent  Trends 

Mr.  Chairman,  in  your  letter  of  invitation,  you  asked  for  us  to  comment  on  past 
successes  and  failures.   Let  me  offer  a  brief  perspective  on  developments  of  the  last 
decade  and  on  how  we  intend  to  proceed  in  the  decade  ahead. 

The  end  of  the  Cold  War  has  redefined  the  political  landscape  of  the  region, 
affording  occasions  for  broad  participation,  dialogue  and  even  consensus  among  groups 
that  would  have  been  unthinkable  only  a  few  years  before.   In  this  hemisphere,  we  have 
the  opportunity  to  build  on  the  accomplishments  already  initiated  and  coitsolidate  and 
enhance  them  in  support  of  democratic  societies  and  democratic  institutions.  Our 
success  will  test  whether  Latin  America  and  the  Caribbean  will  enter  the  next  century 
with  greater  freedom  for  all  of  its  citizens,  with  expanding  opportunity  and  with  new 
hope.    If  we  falter,  this  hemisphere  could  enter  the  new  century  plagued  by  instability,  by 
crisis  and  by  failed  nation  states  -•  threatening  the  national  interests  and  security  of  the 
United  States. 

After  the  sharp  downturn  of  the  1980s,  sound  economic  policies  are  increasingly 
guiding  national  economies  of  the  region  toward  economic  recovery.  We  have  seen 
inflation  brought  under  control  in  almost  every  country.  Barriers  to  trade  and 
competition  are  coming  down  and  after  a  decade  of  economic  stagnation,  the  past  three 
years  have  seen  positive,  although  still  hesitant,  growth  in  GDP  per  capita  totalling  4.3% 
in  the  hemisphere.  There  is  general  agreement  that  fiscal  and  monetary  reform,  trade 
liberalization  and  privatization  make  sense.  Even  while  these  advances  have  occurred, 
the  overwhelming  and  strategic  challenge  remains  increasing  opportunities  for  the  poor 
to  participate  in  the  renewed  patterns  of  growth. 
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Poverty  in  Latin  America  is  the  dominant  threat  to  sustaining  the  economic 
rotorms  and  the  democratic  transition  of  the  past  decade.    In  1960,  50%  of  the 
population,  according  to  the  UN,  lived  in  poverty.    In  1970,  that  percentage  had  been 
reduced  to  42%.  The  economic  crisis  of  the  1980s  brought  an  increase  in  poverty  and  the 
attermath  of  the  adjustment  process  has  left  46%  of  the  population  below  the  poverty 
line.    In  absolute  numbers,  the  number  of  people  in  poverty  rose  from  136  million  in  1980 
10  196  million  in  1990.   It  is  no  wonder  that  the  1980s  are  referred  to  as  the  "lost  decade 
of  development"  in  the  region. 

The  U.S.  and  other  international  donors  have  become  aware  that  the  process  of 
economic  stabilization  and  adjustment  may  have  negative  short-term  effects  on  a  range  of 
croups  in  society  by  increasing  income  disparities  and  adding  to  the  numbers  of  people 
living  in  poverty.  There  is  a  growing  recognition  throughout  the  international  donor 
community  that  human  development  programs,  particularly  basic  education  and  health 
are  linked  to  productivity  in  the  labor  force.   Social  safety  nets  for  the  most  vulnerable, 
human  capital  investment  in  health  and  education,  and  microenterprise  and  other 
mechanisms  to  bring  the  poor  into  the  economic  mainstream  are  essential  to  reduce 
poverty  and  with  it,  the  tensions  threatening  democratic  institutions,  stability  and 
economic  growth.  The  process  of  economic  transformation  must  reach  down  and  touch 
the  campesino  and  the  slum  dweller  if  it  is  to  be  enduring.   By  emphasizing  equity,  while 
maintaining  support  for  the  economic  reforms  of  the  past  decade,  the  United  States  can 
play  a  critical  role  in  the  hemisphere's  development.   The  same  conclusion  was 
incorporated  into  the  final  resolution  of  last  month's  Special  General  Assembly  of  the 
0.-\S  on  Poverty.   The  issue  also  will  form  part  of  the  focus  of  the  upcoming  Summit  of 
the  Americas,  called  by  President  Clinton. 

U.S.  economic  prosperity  will  be  linked  in  large  measure  to  our  ability  to  make 
development  in  Latin  America  and  the  Caribbean  a  reality.  Passage  of  NAFTA 
represented  an  historic  moment  for  the  hemisphere,  creating  the  largest  trading  bloc  in 
the  world.  Our  nation  must  continue  to  help  consolidate  new  trade  and  investment 
opportunities,  create  new  markets  for  American  products  and  create  jobs  in  both  the 
United  States  and  abroad.  Latin  America  constitutes  the  fastest  growing  and  largest 
market  within  the  developing  world  for  our  products.  This  year,  more  than  $80  billion  in 
U.S.  goods  and  services  will  be  exported  to  Latin  America.  The  U.S.  now  has  a  trade 
surplus  with  the  region  after  10  straight  years  of  trade  deficits.  Those  figures  translate 
into  1.6  million  jobs  for  American  workers.   By  breaking  down  the  barriers  and 
disparities  that  have  divided  peoples  in  the  past,  we  can  help  achieve  a  stable  and 
democratic  hemisphere  where  the  lives  and  contributions  of  all  its  residents  are  valued. 
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Respect  for  the  rule  of  law  and  for  human  rights  will  be  far  more  likely  as 
democratic  institutions  in  the  region  become  stronger,  more  capable  and  more  responsive 
to  their  constituencies.  Government  hzis  fundamental  tasks  that  are  essential,  particularly 
assuring  open  and  independent  systems  of  justice,  mechanisms  for  peaceful  resolution  of 
contlict  and  clear  and  transparent  defmition  and  enforcement  of  the  rules  of  the  game 
for  the  private  sector.    Ultimately  good  governance  is  required  to  build  within  the  body 
politic  a  conviction  that  the  system  is  fair  and  representative.   Our  programs  will  expand 
to  support  independent  ombudsmen,  to  ensure  more  neutral  systems  of  justice,  to  assist 
the  legislatures  and  municipalities  and  to  strengthen  local  non-governmental 
organizations  in  being  heard  within  the  political  process. 


The  President's  Request 

As  the  Assistant  Secretary  stated  in  his  testimony,  our  total  request  for  the  region 
for  FY  1995  comes  to  S838.7  million.   With  respect  to  development  assistance,  the 
request  is  broken  down  according  to  the  relevant  titles  of  the  new  legislation  as  follows: 

--  S430.35  million  in  Title  I  Sustainable  Development  assistance  for  the  region. 
This  amount  includes,  $382.35  million  in  Development  Assistance  and  $4^  million 
in  PL  480  Title  III. 

--   Under  the  Providing  Humanitarian  Assistance  title,  we  are  requesting  $119.1 
million  for  PL  480  Title  II  food  assistance. 

--   Under  the  title,  Building  Democracy,  the  President  has  also  requested  J75 
million  for  activities  in  El  Salvador,  Guatemala,  Haiti,  Peru  and  Nicaragua,  as  well 
as  for  regional  activities. 

--   In  addition,  the  Promoting  Peace  title  includes  $^8  million  within  the 
counternarcotics  component. 


The  majority  of  our  funds  will  be  devoted  to  delivering  an  integrated  package  of 
sustainable  development.   Let  me  provide  a  little  greater  detail  on  USAID's  development 
and  humanitarian  assistance  programs  in  Latin  America  and  the  Caribbean.  Within  Title 
I,  under  Sustainable  Development,  our  strategy  concentrates  on  four  interconrtected 
areas. 


I 
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First,  Broad-Based  Economic  Growth:    USAID  is  requesting  $172.206.000  for 
prourams  in  Latin  America  and  the  Caribbean  that  will  promote  microenterprises, 
cncouraue  diverse  open  economies,  invest  in  people  by  improving  education  and  health 
care  and  expand  economic  opportunities  to  the  region's  poor. 

•  In  El  Salvador,  USAID  assists  a  village  banking  project  managed  by 
FINCA  which  reaches  30,000  microentrepreneurs,  the  majority  of  whom 
are  women  who  do  not  have  access  to  the  formal  credit  system.   USAID  is 
also  providing  vocational  training  for  excombatants  to  provide  them  the 
skills  to  reenter  the  work  force. 

•  In  Bolivia,  the  PROSALUD  health  care  network  serves  as  a  model  for 
sustainable  primary  health  care  services  accessible  to  lower  income 
populations.   Created  as  a  pilot  project  with  A.I.D.  grant  funds  in  1983,  the 
network  has  now  expanded  to  three  areas  in  Bolivia  serving  a  population  of 
approximately  340,000  people. 

In  addition  to  the  $172,206,000  amount,  $48.000.000  is  requested  by  the 
Department  of  Agriculture  for  the  USAID  P.L.  480  Title  III  program  to  fund  Food  for 
Development  programs  that  strengthen  agrarian  economies  while  enhancing  food 
security. 

•  In  Guyana,  our  $6  million  Title  III  program  is  improving  food  security, 
sustaining  macroeconomic  reforms,  implementing  agricultural  sector 
reforms,  refining  targeted  poverty  reduction  programs  and  deepening 
reforms  in  the  health  sector. 

•  In  Nicaragua,  our  current  $13  million  Title  III  program  is  implemented  by 
private  organizations  wherever  possible  and  supports  new  initiatives  to 
improve  child  and  maternal  health,  create  employment  and  protect  the 
environment.  The  Title  III  program  is  also  used  as  a  resource  to  elicit 
policy  reforms  to  improve  food  security  in  the  country. 

Second,  Strengthening  Democracy:   USAID  is  requesting  $44.500.000  for  projects 
and  activities  in  Latin  America  and  the  Caribbean  that  will  build  democracy  and 
participation  in  countries  at  every  level  of  development,  help  nascent  democracies 
consolidate  recent  gains,  promote  human  rights,  improve  the  capability  of  elected 
legislatures  and  independent  judiciaries,  advance  good  governance,  and  support  free  and 
fair  elections. 
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•  In  response  to  the  landmark  creation  of  Bolivia's  first-ever,  cabinet-level 
Ministry  of  Justice,  the  USAID  funded  Administration  of  Justice  (AOJ) 
project  provides  SIO  million  for  key  reforms  that  will  address  the  problem 
of  unresolved  criminal  cases  through  effective  investigation  and  prosecution, 
efficient  case  processing,  adequate  public  defense  and  anti-corruption 
measures. 

•  USAID  helps  to  fund  human  rights  ombudsmen's  offices  in  Guatemala  and 
El  Salvador.   A  regional  organization,  the  Inter-American  Institute  for 
Human  Rights  (IIHR)  established  over  the  past  decade  has  become  the 
premier  institutions  in  Latin  American  for  research  and  education  in 
human  rights  and  for  technical  assistance  to  election  tribunals.  They  have 
been  crucial  to  strengthening  the  capability  of  governments  to  hold  free 
and  fair  elections. 

USAID's  democracy  portfolio  in  Latin  America  will  place  a  greater  emphasis  on 
human  rights,  the  transparency,  accountability,  and  accessibility  of  institutions,  and  the 
development  of  civil  society.   A  government's  commitment  to  institutional  reform  and 
respect  for  human  rights  will  affect  the  amount  and  nature  of  assistance  to  be  provided. 
.Moreover,  there  will  be  more  of  a  balance  between  assistance  to  government  institution 
building  and  support  to  civil  society.   Looking  back  upon  the  democratic  revolution 
throughout  Latin  America,  it  is  clear  that  the  new  democracies  remain  fragile  and 
strengthening  the  values  of  democracy  through  citizen  participation  is  fundamental  to 
meeting  the  challenge  of  democratic  consolidation. 

Third,  Stabilizing  Population  Growth:   USAID  is  requesting  S97.546.000  for 
projects  and  activities  in  Latin  America  and  the  Caribbean  that  provide  voluntary  family 
planning  and  strengthen  reproductive  health  care.   As  our  close  neighbor,  the  LAC 
region's  population  deserves  special  attention.   Rapid  population  growth,  a  global 
problem,  strains  our  hemisphere's  natural  resources.   Overall  contraceptive  rates  have 
increased  steadily  in  El  Salvador,  Honduras  and  Peru. 

•  In  Ecuador,  USAID  has  made  a  significant  impact.  During  the  past 
decade,  the  population  growth  rate  declined  from  over  3%  to  2.3%,  the 
average  number  of  children  per  woman  dropped  from  over  4.2  to  3.5,  while 
contraceptive  prevalence  increased  from  35%  to  55%. 

•  In  Peru,  USAID's  focus  on  increasing  private  and  public  sector  delivery  of 
sustainable  family  planning  services  has  greatly  contributed  to  increased 
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contraceptive  prevalence.    Between  1986  and  1992  the  contraceptive 
prevalence  rate  increased  from  23%  to  33%. 

Fourth,  PnUection  of  the  Global  Environment:    USAID  is  requesting   S 68.098.000 
tor  projects  and  activities  to  help  reduce  long-term  threats  to  the  environment, 
particularly  loss  of  biodiversity  and  climate  change.   The  U.S.  has  a  special  interest  in 
promoting  environmentally  sound  development  among  its  neighbors  in  this  hemisphere. 
Preventing  dumping  of  toxic  wastes,  protecting  water  quality  and  improving  systems  to 
monitor  and  protect  air  quality  also  constitute  important  environmental  concerns. 
USAID  will  improve  agricultural,  industrial  and  land-use  practices  fostering  development. 

•  In  Belize,  USAID's  support  for  the  establishment  of  the  Hoi  Chan  Marine 
Reserve  has  been  a  resounding  success.   Hoi  Chan  is  now  serving  as  a 
model  for  comprehensive,  multiple  use  management  along  the  400  mile 
long  barrier  reef  which  hosts  20,000  visitors  annually. 

•  In  Costa  Rica,  a  USAID  grant  to  the  Caribbean  Conservation  Corporation 
has  led  to  the  establishment  of  a  wildlife  corridor  that  consolidates  a 
conservation  are  stretching  more  than  40  miles  from  Nicaragua  to 
Tortuguero  National  Park. 

Finally,  Providing  Humanitarian  Assistance:   The  President  is  also  requesting 
funding  for  a  fifth  area.  Humanitarian  Assistance  which  is  critical  to  helping  those  nations 
in  our  hemisphere  address  urgent  relief  requirements  and  to  support  programs  that 
alleviate  hunger  and  address  malnutrition. 

USAID  is  requesting  SI  19.145.000  for  humanitarian  and  food  aid  assistance  to  six 
countries  in  Latin  America  and  the  Caribbean  (Bolivia,  Haiti,  Peru,  Honduras, 
Dominican  Republic  and  Guatemala). 

•  In  Peru,  USAID  is  channeling  almost  S80  million  in  food  aid  through  non- 
governmental organizations  and  is  reaching  out  to  urban  families  at  risk. 
Our  Title  II  food  program  is  targeting  1  out  of  7  Peruvians  and  is 
considered  the  first  social  safety  net  program  in  the  country. 


Subregional  Development  Priorities: 

In  Central  America,  we  will  be  principally  involved  in  securing  the  political 
transition  from  war  to  peace.  USAID  assistance  will  place  a  primary  emphasis  on 
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making  our  programs  more  participatory,  giving  the  poor  themselves  a  voice  in 
development  decisions.   In  El  Salvador,  we  will  continue  programs  in  mimicipal 
de\elopment  to  strengthen  local  government,  complete  land  transfers,  assure  land 
security,  expand  agricultural  credit,  improve  rural  infrastructure,  broaden  our 
microenterprise  assistance  program  and  increase  the  amoiint  of  vocational  training  for 
the  poor  in  the  national  reconstruction  areas.  Throughout  Central  America,  USAID 
resources  will  be  used  to  reach  down  to  the  poorest  sectors  of  these  societies,  including 
indigenous  people's  and  women. 

In  the  Caribbean,  USAID's  sustainable  development  assistance  will  focus  on 
promoting  civic  participation,  targeting  assistance  in  human  resource  development  and 
improving  the  management  of  natural  resources.   In  the  Dominican  Republic,  USAID  is 
increasing  citizen  awareness  of  the  advantages  of  participatory  democracy,  providing 
thousands  of  microentreprenuers  with  access  to  needed  credit  and  technical  assistance 
and  providing  basic  health  services  to  hundreds  of  thousands  of  Dominican  poor.   In 
Jamaica,  USAID's  programs  focus  on  microenterprise  development,  hillside  farming,  and 
production  of  selected  exports  by  small  producers  and  provide  increased  income  and  job 
opportunities  for  disadvantaged  Jamaicans. 

Clearly,  USAID's  principal  challenge  in  the  Caribbean  is  providing  humanitarian 
assistance  to  help  alleviate  the  suffering  of  millions  of  Haitians  as  a  result  of  the  1991 
coup  d'etat.  As  I  testified  before  this  subcommittee  recently,  USAID,  through  its  NGO 
delivery  system,  feeds  nearly  700,000  people  each  day  (one  seventh  of  the  country's 
population)  and  provides  approximately  two  million  Haitians  access  to  health  services 
throughout  the  impoverished  country.   Another  300,000  people  are  receiving  food 
through  other  donors.   By  providing  fuel  for  humanitarian  agencies,  we  are  also  assuring 
that  the  agencies  maintain  their  feeding  programs. 

In  the  Andean  region,  as  elsewhere,  USAID's  sustainable  development  program 
will  be  geared  to  broad-based  equitable  economic  growth  including  viable  economic 
alternatives  to  the  drug  trade.   Our  approach  is  two-tiered.  On  the  national  level,  we 
seek  a  partnership  with  governments  that  are  willing  to  pursue  macroeconomic  reform 
policies  that  create  the  atmosphere  for  growth.   On  the  local  level,  we  will  pursue 
regional  growth  strategies  that  create  jobs  both  within  and  outside  of  the  traditional 
growing  areas  through  investments  in  human  capital,  microenterprise  development  and 
trammg.    In  addition,  USAID  will  continue  its  work  on  strengthening  democratic 
mstitutions,  working  with  electoral  tribunals,  justice  systems,  free  media  and  with  civic 
organizations  that  promote  civic  education  and  human  rights. 
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With  the  higher  income  countries  of  the  region,  Brazil,  Mexico,  Chile,  Argentina 
and  Uruguay,  USAID  assistance  will  focus  on  particular  targets  of  opportunity  for  solving 
elobal  problems.    USAID's  programs  in  both  Brazil  and  Mexico  presently  concentrate  on 
biabilizing  population  growth  and  protecting  the  environment.   NAFTA  has  also  been  a 
centerpiece  of  our  program  in  Mexico.   As  USAID  closes  its  Missions  in  the  higher 
income  countries  in  the  Southern  Cone,  we  will  put  in  place  multi-country  programs  that 
advance  reuional  initiatives. 


Whnt's  .New  at  USAID 

.Mr.  Chairman,  under  the  leadership  of  Administrator  Atwood,  the  Administration 
has  taken  the  first  steps  to  revamp  U.S.  development  assistance  programs.  These  efforts 
have  included  consolidating  our  mission  presence  abroad,  "rightsizing  "  the  agency, 
reforming  procurement  procedures,  articulating  our  strategies  for  sustainable 
development,  and  the  Administration's  strong  suppon  for  the  new  "charter"  legislation  of 
the  Peace,  Prosperity  and  Democracy  Act  of  1994.   Certainly,  more  needs  to  be  done. 
We  will  also  need  to  prove  to  Congress  and  to  the  American  people  that  we  truly  can 
"manage  for  results"  and  convince  taxpayers  that  their  money  is  being  used  to  serve  their 
interests. 

U.S.  assistance  flows  to  Latin  America  and  the  Caribbean  need  to  be  looked  at 
both  in  historical  perspective  and  in  the  present  context.   During  the  1980s,  the  economic 
crises  and  political  conflicts  in  the  region  led  the  U.S.  government  to  sharply  increase  its 
resource  flows,  not  all  of  which  were  directed  toward  development  objectives.  Our 
current  program  focuses  on  fewer  countries  and  is  based  on  a  strategy  of  sustainable 
development. 

Operationally,  USAID's  focus  on  the  four  strategic  objectives  will  be  enhanced  by 
weaving  together  three  important  operating  principles: 

•  First,  participatioD  of  ordinary  people,  especially  women,  whose  aspirations  and 
experience  need  to  be  brought  into  political,  economic,  and  social  decision-making 

processes; 

•  Second,  integrated  country  and  regional  approaches  and  strategies  that  take  in 
the  totality  of  development  problems  confronting  a  society  and  link  the  elements  of  our 
sustainable  development  policy,  and. 
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•   Third,  partnerships  involving  donors  and  host  nations,  donors  with  each  other, 
and  donors  with  non-governmental  organizations  (NGOs),  not  only  to  leverage  resources 
but  to  focus  those  resources  on  an  agreed  upon  set  of  development  challenges. 

In  designing  our  projects  and  programs  in  the  Americas,  USAID  will  continue  to 
look  for  innovative  ways  to  use  resources  available  to  us,  thereby  increasing  benefits  to 
the  region  as  well  as  to  the  United  States.   As  noted  by  Assistant  Secretary  Watson,  we 
will  be  working  closely  with  the  IDB  and  the  World  Bank  to  help  channel  their  resources 
to  have  the  greatest  impact  in  support  of  development.  To  some  degree,  particularly  in 
the  social  sectors,  working  with  non-governmental  organizations,  USAID  has  far  broader 
experience  than  the  banks  .    We  already  have  begun  working  groups  in  governance  and 
social  sector  reform  aimed  at  expanding  our  collaboration.   We  will  also  be  intensively 
seeking  the  participation  of  those  we  deal  with  -  government,  private  organizations,  and 
particularly  people  themselves  -  in  developing  our  assistance  efforts. 

USAID  is  uniquely  positioned  to  help  guide,  influence  and  consolidate  the  process 
of  further  change  that  will  be  needed  as  the  region  moves  towards  stability,  growth  and 
mature  economic  and  political  relationships.  Together  with  our  commitment  to  manage 
for  results,  a  policy  guided  by  these  sustainable  development  principles  will  succeed  in 
making  our  assistance  policy  better  for  the  region  and  better  for  our  country. 
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QUESTIONS  FOR  THE  RECORD 
CHAIRMAN  ROBERT  G.  TORRICELLI 
HEARING  ON  CLINTON  ADMINISTRATION  FY  95  FOREIGN  AID  REQUEST 

HARCH   9,    1994 


DROa  POLICY 

Probably  the  nost  significant  difference  between  the  Clinton 
drug  control  strategy  and  the  Bush  approach  is  the  shift  fron  an 
emphasis  on  drug  interdiction  programs  to  in-country  programs  on 
the  supply  side. 

—  It  appears  that  you  have  proposed  significant  increases  in 
in-country  drug  programs  in  your  budget  request  (from 
somewhere  in  the  $50  million  range  in  FY  94  to  the  $150 
million  range  in  FY  95) ,  but  it  is  difficult  to  know  for  sure 
because  the  budget  request  comes  in  a  different  form  this 
year.  Could  you  please  explain  how  the  shift  in  strategy  is 
reflected  by  your  budget  numbers? 

Is  the  re-allocation  of  supply-side  funding  away  from 
transit  zone  interdiction  significant  enough  in  size  to  make 
an  impact  on  the  drug  supply  in  the  United  States? 

If  so,  what  kind  of  an  impact? 

EL  SALVADOR 

Last  month,  the  General  Accounting  Office  (GAO)  completed  a 
report  which  I  requested  to  assess  the  progress  of  the 
implementation  of  programs  laid  out  in  the  peace  accords.  The 
report  concluded  that  the  government  of  El  Salvador  will  be  $682 
million  short  of  the  1.8  billion  needed  to  implement  the  remaining 
programs.  The  main  reason  cited  for  the  slow  progress  has  been  a 
lack  of  sufficient  funding  from  international  donors,  including  the 
United  States. 

—  Your  request  for  El  Salvador  is  $69.1  million  —  a  cut  of 
$8.2  million  from  FY  94,  and  a  cut  of  $125.8  million  from  FY 
93.  Are  you  concerned  that  this  will  cause  further  delays  in 
implementation  of  the  peace  accords? 

NICARAGOA 

Last  December,  I  wrote  to  President  Clinton  expressing  my 
concerns  about  the  progress  the  Chamorro  government  has  made  on 
human  rights  and  political  reforms.  In  particular,  I  was  concerned 
about  the  resolution  of  expropriation  claims,  the  expeditious 
prosecution  of  human  rights  abusers,  establishment  of  civilian 
control  of  the  military,  and  reform  of  the  judicial  system. 
Progress  on  all  of  these  issues,  of  course,  was  demanded  by 
Congress  as  a  condition  for  release  of  FY  94  funds. 
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BRAZIL 


I  recently  returned  from  a  remarkable  fact-finding  trip  to 
Brazil's  Amazon  Rain  Forest  and  to  its  northern  areas  inhabited  by 
Yanomami  Indians.  With  the  most  extensive  tropical  forests  in  the 
world,  Brazilian  environmental  policies  will  have  a  major  impact  on 
biological  diversity,  global  warming  trends,  and  survival  of 
indigenous  peoples  for  the  hemisphere  and  the  world.  Even  so, 
despite  the  country's  serious  economic  difficulties,  Brazil  has 
received  very  little  U.S.  foreign  assistance,  and  that  is  allocated 
primarily  for  anti-drug  activities  and  international  military 
training. 

—  I  was  encouraged  to  see  your  $11.7  million  request  for 
Brazil  for  sustainable  development,  which  is  a  major  boost 
from  the  $500,000  appropriated  in  FY  94.  What  types  of 
programs  are  envisioned  with  these  funds? 

—  Considering  Brazil's  serious  economic  difficulties  and  the 
magnitude  of  its  task  in  protecting  the  rainforests,  is  $11.7 
million  enough  to  reap  any  substantial  benefits? 

—  If  support  for  sustainable  development  is  to  be  a  central 
goal  of  U.S.  foreign  aid,  should  the  United  States  be 
providing  more  assistance  to  Brazil? 

—  What  role  could  United  States  foreign  assistance  play  in 
the  promotion  of  indigenous  rights  in  Brazil? 
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—  What  is  your  opinion  of  the  progress  of  reform  since  the 
last  batch  of  $40  million  in  U.S.  aid  was  released  last 
December? 

—  When  will  the  first  FY  94  funds  be  released? 

—  What  progress  have  we  seen  in  recent  months  on  the  passport 
and  arms  cache  incident? 

KEZXCO 

Mexico  is  slated  to  receive  $19.5  million  in  Sustainable 
Development  funds,  a  significant  increase  over  last  year's  total  of 
$5.2  million. 

—  What  will  the  increased  funding  be  used  for? 

—  Is  any  of  the  increase  related  to  NAFTA? 
HAITI 

Haiti  would  receive  $88.8  million  under  your  budget  request, 
including  $54.9  million  for  sustainable  development  and  $18.9 
million  for  humanitarian  assistance.  The  Administration  has  also 
requested  $15  million  for  "Building  Democracy"  in  Haiti. 

—  Is  $18.9  million  in  humanitarian  assistance  for  Haiti 
enough  in  light  of  the  dire  situation  on  the  island? 

—  How  do  you  anticipate  spending  the  $15  million  for 
"Building  Democracy"  activities?  Is  $15  million  enough  to 
strengthen  democratic  elements  in  Haiti?  What  else  could  be 
done? 

—  In  light  of  the  dire  economic  and  political  conditions  in 
Haiti,  is  the  Administration  really  able  to  carry  out  programs 
aimed  at  sustainable  development,  or  are  U.S.  resources  being 
directed  primarily  at  survival-type  programs? 

PERO 

1.  What  is  your  overall  assessment  of  the  Fujimori  government's 
human  rights  record?  Specifically,  do  you  believe  that  there  has 
been  improvement  over  the  last  year? 

2.  To  what  extent  should  U.S.  assistance  to  Peru  be  contingent  on 
progress  in  improving  the  nation's  human  rights  situation? 

3 .  What  is  your  view  of  the  recent  actions  by  the  Peruvian  Congress 
and  the  Peruvian  Supreme  Court  to  allow  a  controversial  July  1992 
human  rights  case  ("La  Cantuta")  against  military  officers  to  be 
tried  in  a  closed  military  court?  Do  you  think  that  this  action, 
initiated  by  the  executive  branch,  should  affect  the  release  of  aid 
for  Peru? 
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Question  £or  the  Record  Submitted  to 

Assistant  Secretary  Alexander  Watson 

By  Ranking  Member  Christopher  H.  Smith 

Subcommittee  on  Western  Hemisphere  A££airs 

March  9,    1994 


Question: 

To  what  extent  are  countries  in  Latin  America  dependent  on 
overseas  remittances?   For  example,  it  is  estimated  that 
individual  Salvadorans  living  in  the  U.S.  send  more  than  $800 
million  annually  back  to  family  and  friends  living  in  El 
Salvador. 

Answer: 


Figures  for  1991  in  the  latest  World  Bank  Development  Report 
for  1993  show  net  worker  remittances  to  be  very  important  in  El 
Salvador,  Haiti  and  the  Dominican  Republic,  where  such 
remittances  amounted  to  about  125  percent,  85  percent  and  50 
percent  of  merchandise  exports,  respectively.   In  a  second 
group  of  countries,  net  worker  remittances  are  significant,  but 
of  relatively  less  importance,  in  Guatemala  and  Jaimaca,  where 
such  remittances  amount  to  10-15  percent  of  merchandise 
exports.   Remittances  to  Colombia,  while  also  in  the  10-15 
percent  range,  do  not  indicate  a  dependency  at  this  time  given 
the  strong  trade  balance  of  that  country.   Finally,  the  amount 
of  net  worker  remittances  to  Nicaragua  and  Mexico  are  in  the 
range  of  4-7  percent  of  merchandise  exports.   While  these  are 
significant  amounts,  they  indicate  little  dependence. 
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Question: 

What  steps  can  Latin  American  governments  take  to  end  their 
dependency  on  international  aid? 

Answer : 


It  is  assumed  "international  aid"  refers  to  concessional  donor 
assistance.   In  Latin  America  and  the  Caribbean,  we  have  seen 
countries  such  as  Argentina,  Costa  Rica,  Mexico,  Chile  and 
Colombia  progress  to  a  stage  where  continued  growth  is  no 
longer  contingent  on  the  flow  of  official  development 
assistance.   This  is  exemplified  in  these  countries'  ability  to 
begin  repayment  of  debt  owed  to  external  creditors.   With  the 
significant  economic  reforms  taking  place  in  the  hemisphere 
over  the  past  five  years,  we  should  begin  to  see  more  countries 
moving  into  this  category. 

While  goal  of  development  is  to  reduce  countries'  dependency  on 
concessional  external  assistance  -  both  bilateral  and 
multilateral  -  these  resources  are  necessary  to  support 
countries  through  the  economic  adjustment  process  until 
socio-economic  stability  can  be  achieved  on  a  sustainable 
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basis.   Some  countries  have  such  low  per  capita  incomes  that 
growth  would  not  take  place  without  concessional  assistance. 
Concessional  external  assistance  is  also  a  form  of  advancing 
U.S.  interests  abroad  such  as  our  concerns  for  the  environment, 
good  governance  and  poverty  alleviation.   The  region's  leaders 
must  continue  to  pursue  sound  economic  policies  that  create  a 
climate  conducive  to  growth  and  political  stability.   These 
steps  include  implementing  free  market  policies,  financial 
sector  liberalization,  and  controlling  public  expenditures 
through  such  actions  as  reducing  subsidies  and  privatization. 
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Question; 

—  Thomas  Sheehy,  International  Regulatory  Affairs  Fellow 
at  the  Heritage  Foundation,  has  recommended  that  a  country's 
commitment  to  free  market  policies  should  be  the  primary 
criterion  for  allocating  U.S.  development  assistance.   In  fact, 
he  has  suggested  that,  similar  to  our  using  the  Country  Reports 
on  Human  Rights  Practices  or  Freedom  House's  Survey  of  Freedom 
in  the  World  to  establish  foreign  policy,  we  should  use  an 
Index  of  Economic  Freedom  as  a  guide  to  creating  development 
policy.   Would  this  analysis  help  the  Inter-American  Affairs 
Bureau  create  priorities  for  the  allocation  of  foreign 
assistance? 

Answer : 

A  major  criteria  used  by  AID  for  allocating  much  of 

Development  Assistance,  or  DA,  is  based  on  a  rating  of  a 

country's  economic  reform  performance.   Economic  Support  Funds 

(ESF),  for  the  most  are  accompanied  by  heavy  conditionality  to 

take  actions  similar  to  those  found  under  the  indices  referred 

to  in  the  question.   While  free  market  performance  is  given 

very  heavy  weight  in  the  allocation  of  assistance,  also 

included  are  a  range  of  other  concerns  of  U.S.  interests  such 

as  the  AIDS  epidemic,  democracy,  population  growth,  etc.   It 

would  be  inappropriate  to  base  economic  assistance  decisions  on 

a  formula  developed  by  a  single  NGO. 
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Question; 

—  Vice  President  Al  Gore  announced  in  early  December  that  the 
U.S.  would  host  a  Western  Hemisphere  Summit  of  Democratic 
Leaders  during  1994.   It  will  probably  be  held  in  late  summer 
or  early  fall.   The  Vice  President  indicated  that  the  summit 
would  seek  to  make  explicit  the  convergence  of  political  and 
economic  values  that  is  taking  place  within  the  hemispheric 
community.   What  issues  would  you  include  in  the  agenda? 

Answer: 


President  Clinton  announced  on  March  11,  1994  that  the 
Summit  of  the  Americas  will  take  place  in  December  in  Miami. 
As  the  President  stated  in  his  remarks,  we  now  have  a  unique 
opportunity  to  build  a  hemispheric  community  of  free  nations, 
diverse  in  culture  and  history,  but  bound  together  by  a 
commitment  to  responsive  and  free  government,  vibrant  civil 
societies,  open  economies  and  rising  living  standards  for  all 
our  people. 

In  the  coming  months,  we  will  work  with  hemispheric 
counterparts  to  develop  a  full  and  productive  agenda  for  this 
summit.   We  want  to  consider  two  broad  themes:   first,  how  to 
strengthen  our  democracies,  defend  them  collectively  and 
improve  our  governance;  second,  how  to  promote  economic  growth 
while  advancing  a  strategy  of  sustainable  development  that 
protects  the  environment  and  alleviates  poverty.   To  help 
define  our  agenda,  we  will  also  encourage  business,  labor  and 
nongovernmental  organizations  all  across  the  hemisphere  to 
exchange  ideas  and  propose  initiatives  that  can  enrich  the 
nummi'  deliberations. 


/ 
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Question: 


Two  weeks  ago,  when  Secretary  of  State  Warren  Christopher 
testified  before  the  Foreign  Affairs  Comniittee,  he  expressed 
the  optimism  that  "the  western  hemisphere  conference  may  have 
the  effect  of  focusing  us  again  on  Latin  America  and  perhaps 
producing  some  additional  funds  for  Latin  America."   What 
countries  would  be  the  likely  sources  of  such  additional 
funding? 

Answer; 


Given  the  recent  importance  the  Administration  views  the 
hemisphere,  we  intend  to  take  another  look  at  own  resources  in 
order  to  meet  the  wide  range  of  concerns  for  the  region  (e.g. 
environment,  lingering  poverty,  population  growth). 
Nevertheless,  the  Bureau  of  Latin  American  Affairs  continues  to 
ensure  assistance  levels  for  critical  needs  in  Central  America 
and  the  Andean  countries  are  met.   It  is  difficult  to  single 
out  specific  sources  of  possible  additional  funding  for  Latin 
America  and  the  Caribbean.   However,  it  is  hoped  that  the 
Summit  of  the  Americas  in  December  will  result  in  firm 
commitments  from  leaders  of  the  Western  Hemisphere  for 
continuing  political  and  economic  reform  which  will  draw 
interest  from  not  only  the  bilateral  and  multilateral  donor 
community  but  also  private  international  financial  institutions 
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Question: 

How  would  the  advancement  of  human  rights  in  Latin  America 
and  the  Caribbean  fit  into  the  new  foreign  assistance  framework 
of  "promoting  trade  and  investment,  building  democracy, 
promoting  sustainable  development,  promoting  peace,  promoting 
humanitarian  assistance  and  advancing  democracy?" 

Answer; 


The  advancement  of  human  rights  is  a  central  and  essential 
part  of  USG  efforts  to  build  democracy.   Under  this  rubric,  the 
plans  to  carry  out  programs  aimed  at  strengthening  the 
democratic  institutions  in  Latin  America  charged  with 
protecting  human  rights,  especially  judicial  systems.   USG 
projects  in  support  of  democracy  also  include  training  designed 
to  strengthen  the  effectiveness  of  civilian  police  forces  in 
investigating  human  rights  violations.   Not  all  our  efforts 
will  be  focused  on  government  institutions,  however.   We  also 
plan  to  continue  our  technical  assistance  to  local 
non-governmental  organizations  which  monitor  human  rights  and 
offer  training  to  government  security  personnel  and  basic 
education  to  children  on  human  rights  issues. 

In  a  broader  sense,  we  believe  that  USG  efforts  in  support 
of  other  goals  will  also  have  a  positive  impact  on  the  human 
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rights  situations  in  the  countries  of  Latin  America  and  the 
Caribbean.   Our  continuing  efforts  in  support  of  the  peace 
process  in  El  Salvador,  for  example,  are  meant  to  consolidate 
the  national  reconciliation  that  the  peace  accords  have 
achieved,  which  should  in  turn  relieve  the  societal  divisions 
that  gave  rise  to  past  violations.   On  a  regional  level,  we  are 
hopeful  that  the  prosperity  fostered  by  sustainable  development 
and  increased  trade  and  investment  will  empower  citizens  of  the 
region  to  be  even  stronger  advocates  for  their  own  rights. 
Democratic  societies  that  offer  economic  opportunities  for  all 
sectors  suffer  far  fewer  human  rights  violations  than  do  those 
with  weak  economies  controlled  by  oligarchies. 
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Question; 


It  has  been  argued  that  the. major  problem  facing  Latin  America 
in  this  decade  is  corruption  and  its  negative  impact  on 
socioeconomic  development.   In  your  judgment,  what  is  the  best 
means  of  dealing  with  this  serious  problem? 

Answer: 


Corruption  is  a  symptom  of  the  ineffectiveness  of  government. 
While  some  steps  can  be  taken  directly  against  corruption, 
e.Q. .  by  improving  the  prosecution  of  such  cases,  the  real 
solution  lies  in  the  serious  reexamination,  on  a  country  by 
country  basis,  of  the  goals  of  individual  public  institutions 
and  their  restructuring  to  meet  those  goals.   Corruption  will 
not  be  brought  under  control  until  government  works. 

One  of  the  most  promising  trends  in  Latin  America  in  this 
regard  is  the  movement  away  from  state  intervention  in  the 
economy.   The  privatization  of  state  enterprises  and  other 
steps  to  create  open  market  economies  reduce  the  opportunities 
for  diversion  of  public  resources  through  corruption.   We  will 
continue  to  support  these  kinds  of  reforms. 

Corruption  in  other  sectors,  notably  the  judiciary,  also  have 
wide  ramifications  for  both  economic  and  social  development. 
Fortunately,  many  countries  are  now  addressing  the 
institutional  gaps  in  judiciaries  —  appointment  systems, 
discipline,  administrative  support,  funding  —  that  must  be 
closed  to  produce  systems  that  are  truly  independent  and  will 
withstand  attempts  at  corruption  and  intimidation. 
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Question; 

In  light  of  the  March  8th  Washington  Post  article  on  Colombia, 
what  can  you  tell  the  committee  about  reports  of  deals  between 
the  Colombian  Government  and  the  Cali  Cartel? 


Answer: 

We  have  fully  supported  the  efforts  of  the  Colombian 
government  to  bring  to  justice  major  drug  traffickers  and 
dismantle  their  organizations.   In  this  regard,  we  have 
provided  significant  evidence  to  the  Colombians  under  our 
evidence-sharing  agreements  to  help  convict  these  traffickers. 

However,  recent  actions  by  Prosecutor  General  Gustavo  de 
Greiff,  who  is  independent  of  the  Gaviria  government,  suggest 
he  may  be  willing  to  make  an  accommodation  with  the  traffickers 
on  terms  which  some  consider  disturbingly  lenient.   These  types 
of  action,  along  with  his  increasing  calls  for  legalization  of 
drugs,  seriously  concern  us,  and  are  causing  us  to  evaluate 
whether  we  will  be  able  to  continue  to  work  with  him.   In 
contrast,  our  cooperation  with  the  Gaviria  government  remains 
excellent . 

Our  view  is  that  persons  who  surrender  should  receive 
adequate  punislimeiit  foi  t-.li'^ji  '-limes,  their  criminal 
enterprises  disniaiit  led ,  .mhI  iheii  tssets  seized  and  forfeited. 
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Question: 


There  is  concern  about  Panama's  narcotics  cooperation, 
especially  in  combatting  money  laundering.   There  are 
increasing  reports  of  construction  projects  and  shell 
businesses  whose  purpose  it  is  to  provide  an  outlet  for 
narco-dollars.   What  are  we  doing  to  encourage  greater 
cooperation? 

Answer; 


During  the  last  year  Panama  has  taken  a  number  of  important 
steps  to  deal  with  money  laundering.   In  December  1993  Panama 
ratified  the  UN  Vienna  Convention,  which  obligates  signatories 
to  international  cooperation  against  trafficking.   In  this 
spirit,  Panama  recently  provided  useful  evidence  for  a  Tampa, 
Florida  case  against  28  money  launderers,  including  10 
Panamanians.   On  March  9  the  Panamanian  government  issued 
decrees  that  will  require  all  travelers  importing  more  than 
$10,000  in  cash  or  other  negotiable  instruments  to  declare 
these  amounts. 

Currently  the  Panamanian  Legislative  Assembly  is  reviewing 
a  draft  narcotics  law  which  will  make  it  easier  to  prosecute 
money  launderers,  which  includes  stronger  asset  forfeiture 
provisions,  and  will  improve  the  organization  and  efficiency  of 
Panamanian  anti-narcotics  law  enforcement  by  the  creation  of 
new  drug  prosecutor  offices.   Prospects  for  passage  are  good. 

There  is  no  proof  linking  the  construction  boom  in  Panama 
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to  narcotics  money  laundering.  While  some  of  this  activity  may 
stem  from  drug  money,  there  are  legitimate  economic  reasons  for 
the  boom  as  well. 

During  the  past  year,  the  State  Department,  Treasury,  and 
the  Office  of  National  Drug  Control  Policy  have  cooperated  to 
encourage  Panama  to  adopt  stronger  anti-money  laundering 
legislation.   U.S.  agencies  have  also  provided  training  for 
Panamanian  officials  and  equipment  such  as  computers  to 
Panamanian  offices  like  the  Public  Ministry  and  National 
Banking  Commission  to  enable  them  to  better  detect  and  respond 
to  money  laundering.   We  will  continue  to  urge  Panama  to  take 
energetic  action  against  money  laundering  and  provide  whatever 
assistance  we  can. 
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Questions  for  the  Record  Submitted  to  Alexander  F.  Watson 
House  Foreign  Affairs  Committee, 
Subcommittee  on  the  Western  Hemisphere 
Date  of  Hearing:  March  9,  1994 


El  Salvador 


Question; 

What  is  the  status  of  our  assistance  to  the  new  National 
Civilian  Police  (PNC)?  Are  we  providing  the  necessary 
financial  and  training  support? 


Answer ; 

The  United  States  is  supporting  the  training  and  deployment 
of  the  PNC  through  a  $20  million,  3-year  program  run  by  the 
International  Criminal  Investigative  Training  Assistance 
Program  (ICITAP)  of  the  Department  of  Justice.   In  addition,  we 
have  arranged  with  Congress  to  use  $5.75  million  of  the 
Demobilization  and  Transition  Fund  (DTF),  established  by 
Congress  to  support  the  Peace  Accords,  to  purchase  urgently 
needed  equipment,  particularly  vehicles. 

This  support  has  been  vital  to  the  effective  training  and 
deployment  of  the  PNC.   We  are  presently  considering  a 
Salvadoran  request  to  extend  our  foreign  instruction  program, 
which  assists  in  providing  instructors  for  the  Public  Safety 
Academy,  for  another  year. 
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El  Salvador 


Question: 


—  Are  we  undertaking  efforts  to  encourage  other  international 
donors  to  support  the  National  Civilian  Police  (PNC)? 


Answer; 

Yes.  We  have  on  several  occasions  urged  the  international 
community  to  provide  additional  assistance,  although  the 
response  could  have  been  more  positive.   ONUSAL  has  provided 
communications  and  transportation  support.   Spain,  Chile, 
Norway,  Germany,  and  Sweden  have  or  will  soon  provide  funds. 
Instructors  at  the  National  Public  Security  Academy  (ANSP) 
include  nationals  of  Spain,  Chile,  Norway,  and  the  U.S. 
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El  Salvador 


Question: 


In  light  of  the  Administration's  stated  development 
priorities  of  building  democracy  and  supporting  sustainable 
development,  why  are  you  requesting  a  cut  in  Salvador's 
assistance  levels? 


Answer: 

While  we  could  profitably  use  more  resources  in  El  Salvador,  we 
find  ourselves  facing  the  reality  of  increasing  demands  for  aid 
throughout  the  hemisphere  from  a  decreasing  budgetary  pot.   Aid 
to  Central  America,  balance  of  payments  support  in  particular, 
is  declining.   But  developmental  assistance  is  still 
significant.   We  have  also  strongly  supported  increased 
assistance  from  the  Inter-American  Development  Bank.   Estimated 
at  $42  million  this  year,  it  should  increase  to  $55  million 
next  year.   We  note  that  under  current  projections  El  Salvador 
in  1995  will  be  the  largest  recipient  of  U.S.  aid  in  the 
Western  Hemisphere. 

The  measures  that  El  Salvador  and  the  other  Central  American 
states  have  taken  to  reform  their  economies  and  liberalize 
trade  position  them  to  benefit  from  the  expanded  hemispheric 
and  global  trade,  post-NAFTA,  and  to  attract  increased  foreign 

investment . 
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El  Salvador 


Question; 


What  is  your  assessment  of  the  pre-election  season  in  El 
Salvador?  With  the  election  scheduled  for  this  month  (March 
20),  how  would  you  describe  the  registration  process  and  the 
campaign  climate? 


Answer : 

The  electoral  process  has  been  remarkably  successful.   It  is 
estimated  that  over  85%  of  the  eligible  population  is 
registered  to  vote,  which  compares  favorably  to  our  own 
registration  rate  of  about  70%.   Problems  remain  with  the 
accuracy  of  the  voting  lists,  the  delivery  of  voting  cards  and 
a  population  of  about  74,000  that  was  not  able  to  successfully 
complete  the  registration  process. 

The  campaign  itself  has  gone  well.  The  parties  have  campaigned 
freely  and  vigorously  throughout  the  country.  There  have  been 
only  a  few  incidents  of  violence,  and  these  do  not  seem  to  have 
been  perpetrated  by  responsible  political  leaders.  Overall, 
the  campaign  has  been  a  positive  step  toward  reconciliation  and 
democracy  for  the  Salvadoran  people  and  a  great  credit  to  their 
political  leaders. 
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El  Salvador 


Question: 


—  Given  the  fact  that  Brian  Atwood  testified  on  March  8  that 
he  expects  the  March  20  elections  to  be  free  and  fair,  when 
will  El  Salvador's  withheld  ESF  be  released? 


Answer: 

—  We  hope  to  be  able  to  release  the  ESF  soon  after  the  March 
20  election. 
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El  Salvador 

Question: 

In  recent  years.  Congressional  committees  established 
conditions,  particularly  for  military  aid  to  El  Salvador, 
requiring  compliance  with  the  recommendations  of  the  Ad  Hoc 
commission  and  the  Truth  Commission.   For  the  record,  how  would 
you  describe  compliance  with  these  conditions? 

Answer : 


The  recommendations  of  the  Ad  Hoc  Commission  were 
implemented  through  the  purging  of  over  100  officers.   The 
Truth  Commission  recommendations  have  not  yet  been  fully 
implemented.   The  armed  forces  have  implemented  virtually  all 
of  the  recommendations  that  apply  to  them.   The  major  problem, 
from  our  point  of  view,  has  been  the  lack  of  full  action  on 
reform  of  the  judicial  system  recommended  by  the  Truth 
Commission.   Some  recommendations  cannot  be  implemented  without 
constitutional  reform,  which  requires  a  majority  vote  by  two 
consecutive  legislatures.   There  may  be  some  action  on  these 
items  after  the  March  20  election  in  the  waning  days  of  the 
current  session,  but  final  implementation  must  await  action  by 
the  new  government  which  takes  office  on  June  1.   The 
government  has,  however,  introduced  legislation  and  is  drafting 
regulations  to  implement  some  recommendations  relating  to  the 
judicial  system  not  requiring  constitutional  reform. 
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Nicaragua 

Question: 

To  what  extent  has  Nicaragua  taken  action  on  human  rights 
recommendations  of  the  Tripartite  Commission? 


Answer: 

The  Nicaraguan  Government  is  preparing  legislation  that 
would  establish  civilian  court  jurisdiction  over  crimes 
committed  by  military  officials  against  civilians,  one  of  the 
Tripartite  Commission's  principal  recommendations. 

The  Government  has  not,  however,  taken  sufficient  actions 
to  satisfy  other  Commission  recommendations.   Although  two 
police  officials  were  reportedly  sentenced  to  15  years  in 
prison  for  the  murder  of  a  former  Resistance  member,  but  were 
incarcerated  for  only  two  months.   We  are  unaware  of  any 
Sandinista  Popular  Army  personnel  identified  by  the  Commission 
who  are  currently  in  detention  or  are  being  prosecuted. 

During  my  March  14-16  visit  to  Nicaragua,  I  reiterated  to 
Nicaraguan  officials  the  critical  importance  the  U.S.  attaches 
to  implementation  of  Tripartite  Commission  recommendations. 
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Nicaragua 


Question: 


—  What  is  the  status  of  military  reform?   Has  the  Nicaraguan 
military  given  assurances  that  they  will  respect  the  reform 
legislation? 


Answer : 

The  Chamorro  government  and  the  EPS  are  jointly  developing 
draft  military  reform  legislation,  which  when  completed  will  be 
submitted  to  the  National  Assembly  for  consideration. 

President  Chamorro  has  said  publicly  and  privately  that  the 
new  legislation  will  contain  term  limits  for  senior  military 
officials,  including  Army  chief  General  Humberto  Ortega,  and 
provide  for  civilian  court  jurisdiction  over  military  officials 
accused  of  crimes  against  civilians. 

During  my  March  14-16  visit  to  Nicaragua,  I  reiterated  to 
Nicaraguan  executive  and  legislative  branch  officials  the 
importance  of  enacting  a  military  reform  law  which  brings  the 
military  fully  within  civilian  control. 
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Nicaragua 


Question: 


—  What  progress  has  there  been  in  resolving  outstanding  human 
rights  cases,  especially  the  Genie  and  Bermudez  cases? 


Answer: 

The  Nicaraguan  Government  recently  accepted  the 
jurisdiction  of  the  Inter-American  Court  of  Human  Rights  for 
the  denial  of  justice  in  the  Jean-Paul  Genie  murder  case. 
Nicaraguan  military  investigators  are  continue  to  examine 
evidence  and  hear  testimony  in  the  Genie  case,  following  the 
Nicaraguan  Supreme  Court's  decision  last  December  to  remand  the 
case  to  a  military  court. 

There  has  been  no  movement  toward  resolving  the  1991 
Bermudez  murder.   At  the  invitation  of  the  GON  and  the 
Tripartite  Commission,  a  Scotland  Yard  team  visited  Nicaragua 
last  July  to  review  evidence  in  the  case.   We  are  unaware  of 
any  follow-up  action  that  has  been  taken  as  a  result  of  that 
visit . 

A  Nicaraguan  appeals  judge  recently  overturned  a  lower 
court  ruling  that  would  have  extended  a  government  amnesty 
former  EPS  major  Frank  Ibarra,  who  was  convicted  in  absentia 
and  sentenced  to  a  20  year  prison  term  for  the  1992  murder  of 
Arges  Sequel ra .   An  arrest  warrant  has  been  issued  for  Ibarra. 

During  my  March  14-16  visit  to  Nicaragua,  I  met  with 
Raymond  Genie,  father  of  Jean-Paul,  and  underlined  to  GON 
officials  the  need  for  credible  progress  in  these  high  profile 
cases. 
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Nicaragua 


Question: 


What  is  your  assessment  of  the  actions,  to  date,  of  the 
reactivated  National  Assembly?   Is  UNO  continuing  to  boycott 
sessions? 


Answer: 

The  reactivation  of  the  National  Assembly  in  January,  with 
a  working  quorum  and  a  new  directorate  headed  by  moderate 
Christian  Democrat  Luis  Humberto  Guzman,  was  a  breakthrough  in 
the  political  reconciliation  process. 

The  Assembly  has  already  elected  a  new  Comptroller  General 
and  approved  legislative  changes  that  permit  constitutional 
reforms  to  be  enacted  in  one  rather  than  two  sessions.   This 
will  permit  expeditious  consideration  of  an  ambitious  agenda  of 
constitutional  and  judicial  reform  and  enactment  of  a  new 
military  law. 

We  applaud  the  decision  by  a  majority  of  the  deputies  from 
the  original  14-party  UNO  coalition  to  take  part  in  this 
Assembly  session.   Twenty  or  so  UNO  deputies  have  so  far  chosen 

not  to  return. 
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Nicaragua 

Question: 

—  What  progress  has  there  been  in  resolving  outstanding 
property  disputes,  both  those  involving  the  claims  of  American 
citizens  and  claims  of  Nicaraguan  citizens. 

Answer: 

Secretary  Christopher  told  the  Senate  Foreign  Relations 

Committee  on  February  23  that  he  was  "dissatisfied"  with  the 

lack  of  progress  on  property  claims.   I  would  agree  that  the 

pace  of  resolutions  has  been  too  slow. 

In  my  meetings  with  public  officials  and  private  citizens 
during  my  March  14-16  visit  to  Nicaragua,  I  stressed  the  high 
priority  the  U.S.  places  on  settlement  of  the  property  issue 
once  and  for  all,  not  only  as  a  matter  of  justice  but  as  a 
necessary  precondition  to  revitalization  of  investment  and 
economic  growth. 

Of  1385  properties  claimed  by  by  451  American  citizens,  159 
claims  have  been  fully  or  partially  resolved.   Twenty-seven  of 
55  properties  held  by  the  GON  have  been  returned  to  their 
American  citizen  owners.   The  GON  is  suing  the  Cuban  embassy  in 
Managua  to  compel  return  of  that  property  to  the  U.S.  citizen 
owner.   The  claims  of  21  American  citizens  have  been  fully 
satisfied. 

One  complicating  factor  is  the  ever  increasing  number  of 
American  citizen  claims,  as  many  Nicaraguans  who  became  U.S. 
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citizens  only  after  their  property  was  confiscated  are  seeking 
USG  support  for  their  claims.   For  example,  last  month  40  new 
claims  were  presented  at  our  Embassy  in  Managua  by  Nicaraguans 
who  had  recently  obtained  U.S.  citizenship.   Of  the  1385  U.S. 
citizen  claims,  approximately  430  represent  properties  that 
belonged  to  155  U.S.  citizens  at  the  time  of  confiscation.   In 
accordance  with  its  international  obligations,  the  Nicaraguan 
government  accords  priority  treatment  to  resolving  the  claims 
of  those  who  were  U.S.  citizens  at  the  time  of  confiscation. 

The  U.S.  has  no  way  of  monitoring  progress  in  the 
resolution  of  Nicaraguan  or  other  non-U. S.  citizen  claims. 
Total  claims  against  the  GON  are  believed  to  number  about 
18,000. 

Last  month  the  Nicaraguan  Government  acceded  to  the  World 
Bank's  International  Convention  for  the  Settlement  of 
Investment  Disputes  (ICSID),  which  affords  an  additional  avenue 
for  resolution  of  expropriation  cases. 

A  Department  of  State  team  is  currently  visiting  Nicaragua 
to  assess  the  claims  resolution  process  and  our  assistance  to 
U.S.  citizen  claimants.   Upon  its  return,  the  team  plans  to 
report  its  findings  to  Congress. 


81-357  0-94-6 
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Nicaragua 


Question: 


—  vrhat  is  your  assessment  of  the  recently  concluded  Atlantic 
Coast  elections,  both  as  to  the  conduct  of  the  elections 
themselves  and  the  meaning  of  the  elections  for  Nicaragua? 


Answer: 

The  regional  elections  held  on  February  27  on  Nicaragua's 
Atlantic  Coast  represented  a  victory  for  the  democratic 
process. 

Election  observation  teams  from  the  United  Nations, 
Organization  of  American  States,  International  Republican 
Institute,  other  international  groups,  as  well  as  the  U.S.  and 
other  embassies  in  Nicaragua  monitored  the  conduct  of  the 
campaign  and  voting  day  activities.   There  were  few  reports  of 
political  violence  or  electoral  irregularities. 

The  distribution  of  the  vote  count  —  35  percent  to  the 
conservative  Constitutional  Liberal  Party,  27  percent  to  the 
Sandinista  Front  for  National  Liberation,  17  percent  to  the 
indigenous  Vatamas,  and  21  percent  to  the  other  competing 
parties  —  attests  to  the  competitiveness  of  the  process. 

Given  the  cultural  and  political  uniqueness  of  the  Atlantic 
Coast,  as  well  as  its  sparse  population,  it  would  be  hazardous 
to  draw  conclusions  about  Nicaraguan  politics  as  a  whole  from 
this  electoral  experience. 

Attached  is  a  summary  report  on  the  Atlantic  Coast 
elections,  drawn  from  Embassy  Managua  reporting. 
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Nicaragua 

Question: 

Last  December,  I  wrote  to  President  Clinton  expressing  my 
concerns  about  the  progress  the  Chamorro  government  has  made  on 
human  rights  and  political  reforms.   In  particular,  I  was 
concerned  about  the  resolution  of  expropriation  claims,  the 
expeditious  prosecution  of  human  rights  abusers,  establishment 
of  civilian  control  of  the  military  and  reform  of  the  judicial 
system.   Progress  on  all  of  these  issues,  of  course,  was 
demanded  by  Congress  as  a  condition  for  release  of  FY  94  funds. 

—  What  is  your  opinion  of  the  progress  of  reform  since  the 
last  batch  of  $40  million  in  U.S.  aid  was  released  last 
December? 

—  When  will  the  first  FY  94  funds  be  released? 

—  What  progress  have  we  seen  in  recent  months  on  the  passport 
and  arms  cache  incident? 


Answer: 

The  Nicaraguan  government  has  made  progress  in  several  of 
the  areas  that  Congress  highlighted  in  its  FY  94  legislation. 
Progress  on  human  rights,  property  and  civilian  control  over 
the  military  are  detailed  in  other  parts  of  this  submission. 

Judicial  reform  is  a  priority  agenda  item  for  the  newly 
reactivated  National  Assembly.   In  December,  President  Chamorro 
named  two  new  justices  to  the  nine-member  Supreme  Court.   For 
the  first  time  in  many  years,  no  single  political  party  can 
claim  the  allegiance  of  a  majority  of  the  justices. 
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The  Nicaraguan  government,  with  extensive  assistance  of  the 
United  States,  has  made  a  credible  effort  to  investigate  the 
arms  cache  and  related  activities.   The  investigation 
continues. 

—  Since  January  the  GON  has  been  conducting  a  large-scale 
review  of  Sandinista-era  naturalizations,  which  includes 
those  of  several  suspects  in  the  Santa  Rosa  case.   That 
review  is  ongoing. 

Nicaraguan  judicial  authorities  have  agreed  to  our  request 
to  examine  in  a  USG  laboratory  the  five  U.S.  passports  that 
were  found  at  Santa  Rosa;  the  passports  were  delivered  to 
us  the  week  of  March  20. 

—  To  date,  no  evidence  has  been  found  to  indicate  that  there 
is  an  international  terrorist  network  operating  in 
Nicaragua. 

We  do  not  yet  know  when  we  will  release  the  FY  94 
assistance  funds  to  Nicaragua. 
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NICARAGUA:  ATLANTIC  COAST  ELECTIONS 

March  27,  1994 

(Based  on  Embassy  Reporting) 


International  Observers  Plentiful 

Sizable  observer  missions  by  the  United  Nations, 
Organization  of  American  States  (OAS) ,  and  the  International 
Republican  Institute  (IRI),  as  well  as  smaller  missions  from 
foreign  embassies  in  Managua,  international  donor  countries  and 
non-governmental  organizations  such  as  Ozfam,  ensured  ahead  of 
time  that  the  vote  and  counting  process  itself  would  be 
well-scrutinized.   The  U.S.  Embassy  sent  seven  observers  into 
the  field  —  five  to  Puerto  Cabezas  and  two  to  Bluefields. 
Although  not  as  extensive  as  the  coverage  provided  in  1990  for 
national  elections,  foreign  observer  presence  was  extensive, 
visible  and  noticed  by  both  voters  and  election  officials. 

Logistical  Problems  Overcome 

In  technical  terms,  the  task  of  the  Supreme  Electoral 
Council  (CSE)  and  its  regional  electoral  councils  (CRE's)  was 
logistically  formidable.   A  total  of  486  polling  places, 
located  in  an  area  the  size  of  El  Salvador,  were  in  many  cases 
accessible  from  regional  capitals  only  by  treks  of  2-3  days. 
All  election  materials  had  to  be  sent  to  remote  polling  places 
days  ahead  of  time  and  then  watched  over  in  order  to  assure 
polls  would  open  on  time  with  sufficient  resources  for  all 
voters.   By  all  available  accounts,  the  logistics  were  overcome 
in  almost-perfect  fashion.   One  polling  place  in  the  southern 
autonomous  region  (RAAS)  was  not  opened  at  all  on  election  day 
due  to  the  presence  of  an  armed  group,  but  fewer  than  three 
dozen  voters  were  affected. 


Procedure 

CRE  officials  at  individual  polling  places  were 
conscientious  in  performing  their  duties.   The  voting  process 
itself  was  complicated  and  labor-intensive,  but  this  made  fraud 
much  less  likely.   At  the  counting  center,  every  vote  was 
scrutinized  by  CRE  officials,  political  representatives  and 
international  observers.   Null  votes  received  special 
attention,  and  many  null  votes  were  changed  to  count  for  one  or 
another  party  where  the  intent  of  the  voter  was  clear  and  the 
voter's  mark  was  made  inside  the  appropriate  box. 
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Notes  From  The  RAAN 


Embassy  had  five  officers  in  Puerto  Cabezas  on  election 
day,  covering  about  60  polling  places,  with  some  being  visited 
twice.   In  addition,  two  officers  were  able  to  visit  the 
outlying  conraunities  of  Krukira  and  Tuapi .   In  each  place,  the 
party/civic  movement  pollwatchers  were  directly  questioned 
about  problems.   The  only  problem  noted  was  one  pollwatcher *s 
complaint  that  one  person  had  been  proselytizing  the  people 
standing  in  line  when  the  polling  place  opened,  but  he  had  left 
shortly  thereafter. 

Comparing  notes  with  other  international  observers  (and 
OAS  had  radio  communication  with  its  counterparts  in  Las  Minas 
and  Waspam),  Emboff  learned  that  in  Waspam  district  there  had 
been  one  instance  of  a  person  shooting  a  pistol  into  the  air 
several  times  right  outside  a  polling  station,  scaring  voters 
away  for  a  few  minutes.   Also,  in  one  of  the  three  communities 
of  Las  Minas,  a  PLC  partisan  had  shouted  pro-PLC  slogans  in 
several  polling  places  before  being  shooed  off.   Neither 
incident  figured  to  have  an  effect  on  the  results. 

At  about  3:00  a.m.  On  Monday,  February  28,  the  RAAN 
government  building  in  Puerto  Cabezas,  a  two-story  wooden 
structure,  burned  to  the  ground  in  a  matter  of  minutes.  Arson 
was  suspected  because  it  burned  so  quickly,  and  the  building's 
security  guard  was  arrested  for  questioning.   All  12  political 
groups  on  the  ballot  issued  a  joint  denunciation  of  "this 
criminal  act."   A  rumor  circulated  (and  has  now  appeared  in 
print)  that  Yatama  had  done  it  to  destroy  records  of  its 
misfeasance  or  malfeasance  in  office  (Governor  Alfonso  Smith  is 
a  Yatama  member) . 


Notes  From  The  RAAS 

Another  team  of  Poloffs  spent  February  26-28  observing 
election  activity  in  Bluefields,  the  capital  of  the  RAAS.  With 
only  minor  exceptions,  the  conduct  of  the  campaign  and  the 
administration  of  the  elections  was  peaceful,  transparent  and 
fair.   Besides  Poloffs,  international  observers  were  present 
from  the  UN,  OAS,  and  IRI .   All  of  Bluefields  and  all  but  the 
most  inaccessible  rural  areas  received  some  international 
coverage.   Besides  the  international  observers,  a  number  of 
Nicaraguans,  some  associated  with  political  parties,  also 
received  credentials  allowing  them  access  to  the  polling  places 
and  the  election  council's  headquarters. 

The  Day  Before:   High  Expectations  And  Mistrust 

On  February  26,  Poloffs  spoke  with  other  international 
observers,  election  officials  and  leaders  of  the  various 
parties.   Bluefields  itself  had  a  normal,  if  somewhat  tense, 
air  about  it  on  the  day  before  the  elections.   Campaigning  had 
been  illegal  for  the  previous  three  days,  and  this  restriction 
appeared  to  have  been  respected  throughout  the  city.   Activity 
at  most  of  the  political  party  headquarters  was  high  as  the 
parties  made  final  arrangements  to  ensure  their  pollwatchers 
covered  all  precincts. 
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Poloffs  and  other  international  observes  heard  several 
complaints  from  nervous  politicians:  that  Sandinistas,  the  PLC, 
or  the  government  civic  group  (ADECO  -  headed  by  RAAS  Governor 
Alvin  Guthrie)  were  buying  voter  identity  cards  to  prevent 
sympathizers  of  other  parties  from  casting  votes  or  handing  out 
rice  and  beans  freely,  "taking  advantage  of  the  hunger"  to  win 
an  election.   A  PLC  official  voiced  several  complaints, 
including  rumors  that  double  the  necessary  number  of  ballots 
had  been  printed  to  allow  for  fraud  and  that  the  presidents  of 
all  the  voting  stations  were  Sandinistas. 

The  president  of  the  regional  election  council,  Ciril 
Omier,  told  Poloffs  that  the  presidents  of  the  polling  teams 
were  chosen  from  among  the  ranks  of  the  region's 
schoolteachers,  both  to  avoid  charges  of  party  favoritism  and 
because  in  some  places  they  were  the  only  people  with  any 
education.   Despite  Omier's  assertions,  however,  all  observejlT^ 
agreed  that  the  vast  majority  of  the  polling  officials  were  in 
fact  Sandinistas. 

At  a  meeting  held  the  afternood  of  February  26  at  which 
all  the  political  parties  were  present,  CSE  Presdent  Mariano 
Fiallos  answered  charges  and  rumors.   For  instance,  he 
explained  the  very  strict  procedure  used  to  account  for 
ballots,  noting  that  only  five  percent  more  were  printed  than 
the  total  number  of  registered  voters.   Poloffs  later  verified 
that  each  polling  station  had  indeed  been  supplied  with  exactly 
five  percent  more  ballots  than  the  number  of  voters  registered 
in  that  precinct. 


The  Problem  Districts 

In  early  February  1994,  the  FSLN  asked  the  CSE  to  annul 
the  elections  in  the  zones  of  Tortuguero  and  El  Cruz  del  Rio 
Grande.   It  claimed  armed  activity  made  it  impossible  for  FSLN 
party  activits  to  campaign  in  the  zone.   Virtually  all 
knowledgeble  observes  confirmed  that  anybody  publicly 
professing  Sandinismo  would  be  fully  justified  in  fearing  for 
his  life.   Even  in  the  town,  the  OAS  had  trouble  locating  the 
FSLN  representative  because  he  was  wearing  an  ADECO  tee-shirt. 

Nevertheless,  the  CSE  rejected  the  FSLN's  appeal.  OAS 
personnel  had  arrived  in  the  zone  during  December,  and,  along 
with  CSE  workers,  convinced  many  of  the  armed  groups  to 
withdraw  and  not  cause  problems  for  election  officials  and 
party  campaigners.   The  Sandinista  representative  in 
Tortuguero,  apparently  unaware  of  his  party's  appeals,  then 
signed  a  statement,  along  with  the  representatives  of  the  other 
parties  to  the  effect  that  their  campaign  activities  were  not 
being  interfered  with. 

As  with  any  electoral  process,  flaws  can  be  found  in  the 
conduct  of  the  Atlantic  Coast  polling.   For  instance,  most  CSE 
employees  are  Sandinistas,  and  that  fact  alone  creates  a 
certain  lack  of  trust  amoung  the  other  parties.   There  is  a 
considerable  variation  in  the  size  of  electoral  districts  —  a 
vote  in  the  smallest  is  worth  four  times  a  vote  in  the 
largest.   The  districts,  however,  appear  to  have  been  drawn  up 
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on  the  basis  of  ethnicity  rather  than  to  provide  an  advantage 
for  any  political  party.   There  were  no  uniform  criteria  for 
annulment  of  votes,  and  practices  varied  from  place  to  place. 
The  CSE  should  have  enforcement  powers;  it  was  unable  to  take 
any  action  when  the  FSLN  used  EPS  helicopters  late  in  the 
campaign. 

On  balance,  however,  these  complaints  are  minor.   All 
international  observers  with  whom  we  spoke  are  convinced  that 
this  was  a  clean  election  and  that  the  process  of  voting  was 
close  to  exemplary.   In  a  country  which  is  slowly  acquiring  the 
habits  of  democracy,  the  atlantic  coast  elections  were  a 
solidly  positive  development. 

The  Flection  Results 

On  March  4,  1994  the  Supreme  Electoral  Council  (CSE) 
completed  the  process  of  vote  counting  for  the  elections  to  the 
45  -  seat  regional  councils  in  the  Atlantic  Coast  (RAAN  and 
RAAS) .   For  comparison,  the  1990  results  are  given  in 
parenthesis. 


NUMBER  OF  SEATS 


PARTY 

PLC  (ALEMAN) 

FSLN 

YATAMA 

UNO 

MAAC 

ADECO 

TOTAL 


RMS 

18  (N/A) 

14  (IB) 

5  (5) 

5  (22) 

2  (N/A) 

1  (N/A> 

45  (45) 


RAAN 

19  (N/A) 

19  (23) 

7  (20) 

0  (2) 
~  (N/A) 
—  ^W/A> 
45  (45) 


Note:  MAAC  is  the  Authentic  Autonomous  Coastal  Movement,  and 
ADECO  is  the  Costal  Democratic  Alliance  of  Governor  Alvin 
Guthrie.   Both  are  civic  movements  which  ran  only  in  the  RAAS. 
In  1990  MAAC  and  ADECO  were  not  on  the  ballot,  and  the  PLC  ran 
as  part  of  UNO. 


PLC  -  Constitutional  Liberal  Party 

FSLN  -  Sandinista  National  Liberation  Front 

YATAMA  -  Miskito  Civic  Movement 

UNO  -  United  Nicaraguan  Opposition 
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The  following  are  vote  totals  for  the  RAAS  and  RAAN  and 
the  major  parties*  percentages  of  total  valid  ballots  cast. 
For  comparison,  the  1990  totals  and  percentages  are  also  listed. 

1990 


31,229 

TOTAL  PCT 

12,766  41 

14,242  46 

4,221  14 


1994  1990 

RAAS: 

Valid  Votes:      24,153 
PARTY       IQXMi      ££I 
PLC  8,575     36 

FSLN         5,938     25 
UNO  2,382     10 

YATAMA       2,183      9 


1994 

RAAN: 

Valid  Votes: 

43 

,166 

EhBTL 

XQZM. 

PCT 

PLC 

15,198 

35 

FSLN 

12,394 

29 

YATAMA 

9,242 

21 

UNO 

395 

1 

19,702 

jsa^ 

2£. 

7,343 

37 

10,402 

53 

1,828 

9 

EMBASSY  OF  JAMAICA 

15:0  NEW  HAMPSHIRE  AVE.  KW. 
WASHINGTOH  DC  20006 

TEL£i>HONE:  (2i:)4J3-06iO 
FACSIMILE:  (202)  493-<ttil 
REF.hia 


March  8,  1994 


The  Honourable  Robeix  Menendez 

G>n8resstnan 

1 531  Longwonh  House  Office  Building 

United  States  House  of  Representatives 

Wa$hlnsion,O.C20515 

Dear  Congressman  Menendez: 

I  am  wrMng  to  express  my  strong  support  for  your  advocacy  for  dte  creation  of  a 
Development  Fund  for  Ladn  America  and  die  Caiftbean. 

Like  you,  I  have  become  profoundly  worried  about  the  decflne  in  United  States 
assistance  levels  to  countries  In  the  Westem  Hemisphere.  While  scarcer  Unhed  States  budget 
resources  do  ifiandate  some  cuts  for  assistance  programs  diroughout  Ladn  America  and  the 
Caribbean,  the  pace  of  these  cuts  threatens  to  iBKlennlne  -  bodi  symboDcaOy  and  materially 
the  momentum  towards  sustainable  devefopmenc  and  strengdiened  democracy  throu^uxit 
the  region. 

Supported  in  part  by  United  States  assistance  programs,  Jamaica  has  bnpiemenced  a 
wide  ranging  program  of  economic  refomis,  privatization,  and  trade  libenllzation.  As  a 
result,  trade  links  with  the  United  States  have  continued  to  strengthen  and  now  equal  a 
combined  flow  of  roughly  $2  billion  per  year.  This  paimership  secures  trade-related 
emptoyment  for  thousands  of  Americans  and  ]amaicaits.  With  a  trade  surplus  of  nearly 
$400  millkjn  a  year,  the  United  States  also  sees  this  relationship  as  an  hnportam  offtet  to 
trade  deficits  with  other  parts  of  die  worid. 

While  Jamaica  is  eager  to  promote  private  sector  led  growth.  United  States  assistance 
programs  can  provide  flnandng  for  important  InfiRastrucoire  protects  throughout  the  country. 
United  States  and-narcodcs  assistance,  has  helped  Jamaica  reduce  the  production  of  cannabis 
by  nearly  70  percent.  Moreover,  the  American  contribution  to  the  Multilateral  Investment 
Fund  (MIF)  is  financing  the  establishment  of  an  Empfoyee  Stock  Ownership  Plan  (ESOP)  to 
empower  Jamaica^  workers  while  furthering  the  cause  of  privatization. 
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I  believe  that  this  year's  re-examinatlon  of  the  foreign  aid  process  offers  a  finesh  chance 
to  examine  United  States  policies  towards  the  region  -  both  ftom  trade  as  well  as  an  aid 
penpective.  In  this  regard,  a  Development  Fund  for  Ijtin  America  and  the  Caribbean  will 
*-!n  much  the  same  way  that  a  similar  Africa  Development  Inind  supported  United  States 
Africa  policies  -  go  a  long  way  in  establishing  an  important  United  States  policy  frameworic 
for  the  region. 

I  would  welcome  the  opportunity  to  meet  with  you  at  your  availabifity  to  discuss  these 
issues  further;  and  will  contact  your  office  to  arrange  a  mutuaity  convenient  dme  for  us  to 
meeL 


Sincerely, 


Dr.  Richard  L.  Bemai 
Ambassador 
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U.S.  FOREIGN  ASSISTANCE  AND  ECONOMIC  REFORM 

By  Dr.  Richard  L.  Bernal* 

Submitted  to  the 
House  Foreign  Affairs  Subcommittee  on  Western  Hemisphere  Affairs 

March  10,  1994 

Thank  you  for  providing  this  opportunity  to  submit  testimony 
on  the  Clinton  Administration's  FY  1995  Request  for  Latin  America 
and  the  Caribbean. 

Introduction 

Over  the  years,  the  United  States  and  the  Caribbean  Basin 
nations  have  developed  an  important  economic  partnership,  partly  as 
a  result  of  U.S.  assistance  and  trade  programs.  Since  1980s,  U.S. 
foreign  aid  to  the  region  has  averaged  $200  million.  At  the  same 
time,  U.S.  exports  to  the  Caribbean  have  expanded  by  over  100 
percent  and  Caribbean  exports  to  the  United  States  have  climbed  by 
roughly  50  percent.  The  Caribbean  Basin  now  comprises  the  tenth 
largest  market  for  the  United  States,  and  is  one  of  the  few  regions 
where  the  United  States  consistently  posts  a  trade  surplus.  With 
combined  trade  exceeding  $22.5  billion  in  1993,  U.S. /Caribbean 
commercial  links  support  close  to  250,000  jobs  in  the  United  States 
and  countless  more  throughout  the  Caribbean  and  Central  America. 

Jamaica  views  the  United  States  as  an  important  economic 
partner  and  supporter  of  its  development  program.  Indeed,  over  the 
past  decade,  Jamaica  has  been  a  major  recipient  of  U.S.  foreign  aid 
to  the  Caribbean  region.  The  United  States  has  been  an  important 
source  of  funding: 

o  facilitating  economic  liberalization  and  private  sector- 
led  growth; 

o  promoting  institution-building  and  public  sector 
efficiency; 

o    supplying  debt  relief; 

o  providing  assistance  to  the  social  sectors  to  cushion 
the  effects  of  economic  adjustment  on  the  poor; 

o    improving  natural  resource  management;  and 

o  assisting  in  efforts  to  combat  the  international 
narcotics  trade. 

o    funding  environmental  protection 


Dr.  Richard  L.  Bernal  is  Jamaica's  Ambassador  to  the  United 
States  and  Permanent  Representative  to  the  Organization  of  American 
States. 
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Ultimately,  Jamaica  is  seeking  to  reduce  its  traditional 
reliance  on  official  assistance  and  to  finance  development  through 
a  combination  of  domestic  and  foreign  private  capital  flows. 
However,  this  long-term  goal  can  only  be  achieved  with  continued 
United  States  support  for  Jamaica's  comprehensive  economic  reform 
and  development  programs. 

Jamaica  is  acutely  aware  of  the  budgetary  constraints  in  the 
United  States.  Furthermore,  given  the  end  of  the  Cold  War  and 
pressing  domestic  concerns,  the  American  public  opinion  favors  a 
reduction  in  foreign  assistance  progreuns  and  Congress  and  the 
Administration  are  in  the  process  of  reforming  the  structure  and 
policy  priorities  of  USAID.  The  Government  of  Jamaica  welcomes  the 
refocusing  of  the  U.S.  aid  program  towards  sustainable  development, 
with  an  emphasis  on  human  resource  development,  assistance  to  the 
social  sectors  and  popular  participation  in  the  development 
process.  Nevertheless,  while  the  rationale  for  this  new  approach 
is  clearly  understood,  a  reduction  in  assistance  needs  to  be  a 
phased  process  which  is  sensitive  to  Jamaica's  development  needs. 
Sudden  and  drastic  foreign  aid  cuts  would  adversely  affect 
Jamaica's  structural  transformation  efforts. 

I.   Support  for  Economic  Reform 

During  the  past  few  years,  the  U.S.  has  supported  the  process 
of  economic  reform  and  trade  liberalization  in  Jamaica.  The 
government  has  recently  implemented  a  comprehensive  and 
uncompromising  economic  reform  program  which  has  brought  positive 
results  and  which  has  created  private  sector  led,  market  driven 
economic  growth.  Economic  Support  Funds  (ESF)  have  helped 
Jamaicans  make  that  adjustment  by  providing  the  government  with 
budgetary  allotments  to  facilitate  economic  reform.  As  the  economy 
has  expanded,  so  too  has  our  ability  to  import  from  the  United 
States,  our  largest  trading  partner.  Jamaica  currently  imports  70% 
of  its  goods  and  services  from  the  United  States  and  since  1985, 
annual  growth  of  U.S.  exports  to  Jamaica  has  averaged  14.4%. 

In  spite  of  this  positive  trade  pattern,  ESF  funds  are  being 
eliminated.  Since  FY  1989,  ESF  funds  have  declined  from  $25 
million  to  $3  million  in  FY  1993  and  no  ESF  funds  are  projected  for 
FY  1995.  The  phasing  out  of  ESF  directly  affects  economic  growth 
and  consequently,  the  capacity  to  import  from  the  United  States. 
Fewer  imports  from  the  United  States  mean  that  U.S.  jobs  that  are 
directly  linked  to  trade  with  Jamaica  will  be  jeopardized. 

Development  Assistance  (DA) ,  which  has  also  declined  by 
roughly  40  percent  in  the  last  three  years,  has  also  played  an 
important  role  in  sustaining  Jamaica's  economic  growth  and  reform 
programs.  DA  has  helped  Jamaica  undertake  critical  social 
programmes  in  aread  such  as  education  and  public  health.  Jamaica 
has  collaborated  with  USAID  to  improve  financial  management  in  the 
Ministry  of  Health,  to  establish  better  and  more  widely  understood 
family  planning  practices,  and  to  prevent  the  transmission  of  AIDS 
and  other  deadly  diseases.   U.S.  funding  has  also  contributed  to 
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the  construction  of  low-cost  housing  and  provided  low-income 
families  with  access  to  potable  water. 

Food  aid  to  Jamaica  through  the  PL480  program  has  been  a 
tremendous  success,  benefitting  vulnerable  and  disadvantaged 
groups.  Since  the  1970s,  Jamaica  has  graduated  from  the  Title  II 
grant  program  and  now  receives  a  combination  of  Title  I  (the  soft 
loan  program)  and  GSM,  the  credit  guarantee  program  administered  by 
USDA  and  guaranteed  by  the  Commodity  Credit  Corporation. 

II.   Debt  Relief 

Jamaica  continues  to  face  heavy  debt  service  obligations,  owed 
primarily  to  bilateral  donors  such  as  the  United  States.  Recently, 
the  ■  U.S.  has  made  valuable  concessions  which  have  provided 
important  debt  relief  to  support  reform  efforts.  This  debt  relief 
frees  scarce  foreign  exchange  resources  for  crucial  imports  and 
reduced  debt  servicing  helps  to  lower  fiscal  expenditure.  The 
program  has  also  channeled  local  currency  debt  repayments  into 
environmental  management  funds,  building  a  sustainable 
environmental  framework  for  development.  Debt  relief  has 
contributed  to  Jamaica's  growth,  being  one  of  the  few  developing 
countries  to  reduce  its  stock  of  external  debt  and  debt  servicing. 

Debt  service  remains  high  and  currently  absorbs  approximately 
3  0  percent  of  the  Government's  annual  budget.  By  comparison,  in 
the  United  States,  where  public  debate  has  highlighted  the  burden 
of  the  U.S.  Government  budget  deficit,  debt  service  is  14  percent. 
As  Jamaica  allocates  funds  for  debt  servicing,  it  is  unable  to 
pursue  other  on-going  development  priorities.  In  this  regard, 
Jamaica  welcomes  the  inclusion  of  new  debt  reduction  mechanisms  in 
the  President's  FY  1995  budget  and  is  ready  to  explore  strategies 
to  reduce  Jamaica's  debt  burden  while  providing  the  mechanisms  to 
sustain  the  mutual  development  efforts  of  both  Jamaica  and  the  U.S. 

IV.   Counter-warcotics  Support 

The  Jamaican  government  is  irrevocably  committed  to 
maintaining  a  comprehensive  anti-drug  campaign  based  upon  a  two- 
pronged  approach,  focusing  both  on  supply  and  demand  reduction.  To 
curtail  the  supply  of  drugs,  the  government  engages  in  a  campaign 
to  eradicate  marijuana  growing  in  the  remote  mountainous  regions  of 
the  country.  The  U.S.  has  made  an  important  contribution  by 
providing  helicopters  to  transport  Jamaican  Defense  Force  units  to 
the  remote  sites,  as  well  as  training.  Already  Jamaica  has 
succeeded  in  reducing  production  by  nearly  75  percent  since  1990. 

Jamaica  also  recognizes  that  without  a  demand  for  the  illegal 
drugs,  there  would  be  no  industry.  To  stem  demand  for  drugs  in 
Jamaica,  critically  acclaimed  programs  are  being  funded  that  focus 
on  rehabilitating  former  drug  addicts  and  on  providing  drug 
education  to  vulnerable  groups.   These  supply  and  demand-related 
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programs  place  considerable  pressure  on  the  Jeunaican  government's 
budget,  particularly  at  a  time  when  there  is  considerable  effort  to 
improve  other  social  programs  while  curtailing  the  growth  of  fiscal 
expenditure.  With  continued  U.S.  assistance,  Jeunaica  can  maintain 
its  aggressive  efforts,  both  to  stop  the  harmful  flow  of  drugs  into 
the  United  States  and  to  provide  viable  alternatives  for  Jaunaicans 
to  induce  them  out  of  illegal  narcotics  activities. 

However  for  FY  1994,  in  continuing  a  trend,  Jamaica  will  again 
receive  reduced  levels  of  U.S.  military  assistance  and  sec\irity 
training.  Not  only  will  reduced  assistance  put  additional 
financial  burdens  on  the  Government  at  a  time  when  it  is 
undertaking  crucial  economic  reforms,  but  it  may  also  be 
interpreted  as  a  signal  to  international  drug  cartels  that  Jaunaica 
has  a  reduced  capability  to  effectively  engage  in  international 
narcotics  interdiction.  U.S.  assistance  therefore  sustains  an 
important  material  as  well  as  psychological  partnership  in  the 
effort  to  combat  international  narcotics  trafficking. 

Y^ Multilateral  Invstment  Fund 

Jamaica  was  the  first  country  to  participate  in  the 
Multilateral  Investment  Fund  (MIF) .  The  $1.5  billion  development 
facility  will  be  used  to  support  microenterprise  development, 
training  and  strengthen  private  sector  activities.  This  program  is 
already  providing  $1.8  million  to  support  the  establishment  of  an 
Employee  Share  Ownership  Plan  (ESOP)  to  expand  the  participation  of 
the  Jamaica's  labor  unions. 

The  United  States'  leadership  in  this  Fund  has  played  an 
important  role  in  guaranteeing  matching  contributions  from  other 
donor  governments,  including  the  Japanese,  thereby  ensuring  the 
success  of  this  program.  The  Government  of  Jamaica  supports  the 
President's  commitment  to  request  $100  million  for  the  FY  1995 
contribution  to  the  MIF,  reflecting  both  the  original  U.S. 
subscription,  as  well  as  the  annual  Congressional  authorization,  to 
this  important  fund. 

VI.   Cone lu« ion 

While  Jamaica  moves  towards  a  reliance  on  private  capital  for 
development,  there  continues  to  be  a  valid  role  for  U.S.  aid  flows. 
This  is  particularly  the  case  as  the  government  maintains  fiscal 
discipline  as  part  of  an  economic  reform  progreun. 

In  this  context,  U.S.  assistance  is  mzUcing  an  important 
contribution  to  Jamaica's  development.  USAID  -  Jamaica  has  been 
particularly  effective  at  the  grassroots  level,  funding  progreuns 
which  seek  to  incorporate  the  poor  into  the  structural  adjustment 
induced  economic  growth  process.  This  is  crucial  for  sustainable 
economic  growth,  which  in  turn  will  further  stimulate  trade  with 
the  United  States. 
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The  overall  U.S.  foreign  assistance  program  in  Jamaica,  should 
be  viewed  as  an  investment  in  the  economic  well-being  of  the  United 
States,  not  as  outflows  of  money.  The  mutual  benefits  of  foreign 
assistance  are  well-documented  and  need  to  be  recognized  in  order 
to  forestall  any  further  cuts  in  aid  programs.  If  aid  must  be 
reduced,  it  must  be  done  in  a  phased  and  orderly  manner.  One  way 
to  ensure  this  is  through  the  creation  of  a  Development  Fund  for 
Latin  America  and  the  Caribbean,  which  can  offset  aid  cuts  while 
providing  a  comprehensive  policy  framework  for  future  assistance. 
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Table  1 


D.S./CBI  Trad*  Statistics  (1985  -  1993) 
(Millions  of  U.S.  Dollars) 


Annual 

U.S. 

U.S. 

Export 

Trade 

Imports 

Exports 

Growth 

Balance 

6687 

5942 

__ 

-745 

6065 

6362 

7.1% 

297 

6039 

6906 

8.6% 

867 

6061 

7690 

11.4% 

1629 

6637 

8290 

7.8% 

1653 

7525 

9569 

15.4% 

2044 

8372 

10013 

4.6% 

1641 

9559 

11075 

10.6% 

1516 

10252 

12278 

10.9% 

2026 

Year 

1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 


Average  Annual  U.S.  Export  Growth:  9.5% 

Note:   199  3  marked  the  8th  straight  year 
of  U.S.  trade  surpluses 

Source:    U.S.  Department  of  Commerce 

U.S.  International  Trade  Commission 
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Table  2 

icaa  Trade  Statistics  (1985  -  1993) 
(Millions  of  D.S.  Dollars) 


Year 

1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 


Annual 

U.S. 

U.S. 

Export    Trade 

Imports 

Exports 

Growth    Balance 

267 

404 

— 

137 

298 

457 

13.1% 

159 

394 

601 

31.5% 

207 

441 

762 

26.8% 

321 

527 

1006 

32.0% 

479 

564 

943 

-6.3% 

379 

576 

963 

2.1% 

387 

599 

938 

-2.6% 

339 

720 

1113 

18.7% 

393 

Average  Annual  U.S.  Export  Growth:  14.4% 

Note:   U.S.  trade  surplus  in  1993  is  three  times 
the  level  of  the  1985  U.S.  trade  surplus. 


Source:    U.S.  Department  of  Commerce 

U.S.  International  Trade  Commission 
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Tabl*  3 

, of  O.8.  Worker*  D«p«ndttnt  on 

Trad*  witli  th*  caribb*an  BAsin  HatioB* 

Total  Number  of 

Number  of  New  U.S.  Jobs 
Year              U.S.  Workers*  Created  Per  Year 

1985  118,840 

1986  127,240  8,400 

1987  138,120  10,880 

1988  153,800  15,680 

1989  165,800  12,000 

1990  191,380  25,580 

1991  200,260  8,880 

1992  221,500  21,240 

1993  245,560  24,060 

Average  Annual  Job  Creation:   15,840 


Source:    U.S.  Department  of  Commerce 

U.S.  International  Trade  Commission 

*  Using  the  figure  that  $1  billion  in  exports 
creates  20,000  U.S.  trade-related  jobs. 


Table  4 

08    PORBIGS   AS8I8TAHCB   TO  JUtKLOi    (1985    -    1993) 
1IILI.X0H8   or   0.8.    DOLXAS8 


Narco 

Peace 

Year 

ESF 

DA 

PL480*1 

MIL 

-tics 

Corps 

Total 

1985 

81,000 

34, 

262 

40,343 

7,643 

— 

2,400 

165,648 

1986 

58,570 

26, 

073 

37,577 

7,954 

1,500 

2,600 

134,274 

1987 

25,925 

18 

094 

39,940 

3,338 

3,300 

2,500 

93,097 

1988 

500 

39 

238 

35,747 

300 

1,900 

3,000 

80,685 

1989 

12,900 

51 

821 

47,058 

3,800 

1,000 

3,000 

119,579 

1990 

13,728 

13 

978 

44,202 

1,299 

1,000 

2,344 

76,551 

1991 

10,000 

17 

209 

44,689 

1,914 

1,400 

2,436 

77,648 

1992  15,863  22,251         32,657         3,170       1,000         2,095      77,036 

1993  2,000  13,675         30,000  450       1,300         2,305       49,730 


*l    Includes  Titles  I,  II  «.  III.   As  of  FY  1993,  Jamaica  had 
graduated  from  the  Title  II  program. 

Note:  1993  Figure  for  PL480  is  as  of  October,  1993. 

Source:  USAID,  Obligations  and  Loan  Authorizations  FY  1946  -FY  1992 

Vol  II.  -  Latin  America  and  the  Caribbean;  USAID, 

Congressional  Presentation,  FY  1995. 
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Introduction 

Mr.  Chairman.  I  am  honored  to  testify  before  this  distinguished  Committee  regarding  the 
President's  Fiscal  Year  ("FY")  1995  budget  request  for  the  Inter-American  Foundation 
("Foundation").   The  Foundation's  proposed  budget  of  $30,960  million  would  be  combined 
with  approximately  $8,106  million  in  Social  Progress  Trust  Fund  ("SPTF")  resources  for  an 
estimated  total  budget  of  $39,066  million.   This  compares  to  an  FY  1994  appropriated 
budget  of  $30,960  million  plus  $7,744  million  in  SPTF  resources  for  a  combined  total  of 
$38,704  million. 

Budget  Request 

$30,858  million  of  the  FY  1995  requested  budget  would  be  used  for  program  activities.   The 
remaining  funds,  $8,208  million,  would  be  allocated  for  program  support  expenses.    The 
proposed  budget  would  permit  the  Foundation  to  maintain  its  program  at  the  FY  1994  level. 

Program  Overview 

The  Foundation's  FY  1995  budget  presentation  describes  the  proposed  program  in  detail. 
Rather  than  reiterate  the  information  conuined  in  those  materials,  my  testimony  will  focus  on 
a  vision  that  I  believe  could  become  one  of  the  Foundation's  most  important  and  lasting 
contributions  to  the  development  community  in  the  years  ahead;  and  I  would  like  to  re- 
emphasize  the  continuing  vitality  and  importance  of  the  Foundation's  approach  to 
development  assistance. 
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I  also  take  this  opportunity  to  inform  this  distinguished  Committee  that,  after  over  a  decade 
of  public  service,  I  am  retiring  from  the  Federal  Government.   Mr.  Chairman,  for  the 
record,  I  have  been  privileged  and  honored  to  serve  my  country  as  a  country  and  regional 
director  for  the  Peace  Corps,  as  Ambassador  to  Cyprus,  and  as  President  of  the  Inter- 
American  Foundation. 

The  past  three  years  as  Foundation  President  have  been  the  most  rewarding  of  my 
government  service.    First,  I  have  had  the  strong  and  enthusiastic  support  of  an  exemplary 
Board  of  Directors.    Second,  a  selfless  and  dedicated  staff  has  been  instrumental  in  making 
my  initiatives  reality.   Indeed,  I  am  most  grateful  to  everyone  associated  with  the  Inter- 
American  Foundation,  including  the  Members  and  staff  of  this  distinguished  Committee,  for 
their  support,  guidance,  and  counsel.    And,  finally,  I  have  had  the  privilege  to  be  associated 
with  a  dynamic  institution  which  has  and  will  continue  to  strengthen  the  bonds  between  the 
United  States  and  the  peoples  of  this  hemisphere,  and  serve  U.S.  interests  through  the 
promotion  of  democratic  civil  societies  and  economic  and  social  progress  in  Latin  America 
and  the  Caribbean. 

As  I  end  my  tenure  as  the  Foundation's  President,  I  would  like  to  address  some  goals  and 
visions  that  have  guided  the  Foundation's  operations  for  many  years  and  some  new  ones  I 
believe  should  help  guide  the  Foundation's  future.    Before  coming  to  the  Foundation,  I  had, 
for  many  years,  believed  that  non-governmental  development  organizations,  governments  and 
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the  private  business  sector  had  to  work  together  in  their  own  countries  for  development  to  be 
sustainable.    My  experience  with  the  Peace  Corps  and  as  Ambassador  convinced  me  that  this 
concept  had  validity,  and  an  important  goal  of  mine  as  Foundation  President  was  to 
operationalize  it  as  a  new  Foundation  vision,  as  a  goal,  and  ultimately  as  a  methodology  to 
support  sustainable  grassroots  development. 

One  of  my  first  tasks  as  Foundation  President  was  to  work  widi  the  staff  and  Board  of 
Directors  to  assemble  and  articulate  key  Foundation  beliefs,  hopes,  and  goals  in  a  vision  and 
goal  statement  for  the  1990s.   The  final  product  was  a  blend  of  early  1970's  concepts,  that 
have  driven  the  Foundation's  operations  for  22  years,  with  new  ideas  for  the  1990s.   To 
remain  innovative,  visionary,  and  effective,  I  believe  it  is  important  for  the  Foundation  to 
continually  reassess  the  key  concepts  that  drive  its  operations  in  light  of  current  conditions 
and  trends.     Briefly,  these  include: 

Since  1971 
Panic  ipator>'  grassroots  development  has  been  widely  recognized  as  the  foundation  of 
sustainable  development  and  participatory,  democratic  civil  societies. 

Non-government  organizations  ("NGOs")  have  reached  high  levels  of  effectiveness  in 
promoting  and  supporting  grassroots  development. 
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Since  1991 
NGOs  are  working  with  their  private  business  sector  and  government  to  mobilize,  organize, 
and  focus  resources  on  sustainable  grassroots  development. 

NGOs  are  deriving  more  resources  from  the  private  and  public  sectors  in  their  own  countries 
thereby  lessening  their  dependence  on  United  States  foreign  assistance. 

As  I  reflect  on  my  past  three  years  of  service,  the  key  concepts  that  embody  the  Foundation's 
vision  and  goal  statement  have  emerged  or  are  emerging  in  overall  development  trends  and 
thinking. 

Of  these,  perhaps  the  most  dramatic  and  strongest  trend  has  been  the  rise  in  the  importance 
of  grassroots  development  and  the  effectiveness  of  the  NGOs  who  promote  and  support  this 
methodology.   In  1971,  when  the  Foundation  was  awarding  its  first  grants  to  NGOs  involved 
in  grassroots  development,  few  in  the  international  development  assistaiKe  field  recognized 
the  value  or  even  existence  of  small,  private  sector  development  organizations.   Moreover, 
development  was  viewed  as  primarily  linear  economic  growth  that  depended  on  govemment- 
to-govemment  transfers  of  capital  and  technology.   Grassroots  development  was  generally 
not  considered  a  significant  contributor  in  the  development  process.   Today,  22  years  hence, 
NGOs.  and  the  participatory  grassroots  development  they  promote  and  support,  are 


159 


considered,  both  imemationally  and  in  their  own  societies,  to  be  a  major  factor  in  achieving 
sustainable  development  and  in  the  transformation  and  maintenance  of  democratic  societies. 

A  new  emerging  trend,  embodied  in  the  Foundation's  vision  and  goal  statement,  and  the 
focus  of  the  Foundation's  Outreach  initiative,  is  collaboration  between  NGOs  and  their 
respective  governments  and  the  private  business  sector.   As  valuable  as  NGOs  are,  they 
alone  cannot  solve  the  problems  of  poverty  and  development  or  create  democratic  civil 
societies.    The  private  business  sector  is  needed  to  generate  more  wealth  and  create  jobs,  and 
government  must  supply  or  support  the  delivery  of  the  many  social  services  required  for  a 
society's  well  being  and  to  enhance  productivity.   Governments,  the  private  business  sector, 
and  NGOs  will  have  to  work  together  for  sustainable  development  and  democracy  to  thrive. 
Throughout  the  region  there  are  indications  of  development  driven  partnerships  emerging 
between  NGOs,  the  private  business  sector,  and  governments.   Many  NGOs  now  collaborate 
with  local  governments  in  programs  that  involve  health,  housing,  and  educational  services. 
In  some  countries,  NGOs  have  been  invited  by  their  governments  to  provide  advice  on 
shaping  public  policies  that  impact  on  development.   Private  philanthropy  is  making  an 
appearance  and  the  joint  venmre  between  the  Foundation  and  Petroleos  de  Venezuela 
("PDVSA"),  the  petroleum  company  of  Venezuela,  is  an  example  of  the  private  business 
sector  providing  funds  for  NGOs  involved  in  grassroots  development. 


160 

In  my  view,  all  foreign  assistance  donors  should  strive  to  stimulate  and  help  NGOs  to  access 
resources  within  their  own  countries  to  lessen  dependence  on  United  States  foreign  assistance 
and  other  sources  of  external  assistance.   This  goal  raises  the  concept  of  self-help  and  self- 
reliance  to  a  higher  level  that  must  be  achieved  since  development  will  not  be  sustainable  if  it 
relies  too  heavily  on  the  ebb  and  flow  of  foreign  resources.    Is  this  a  realistic  goal?  Over 
time  I  believe  it  is.   For  the  past  two  years  the  Foundation's  Outreach  program  has  focused 
on  exploring  interest  in  and  the  feasibility  of  this  goal.   The  results  have  been  encouraging 
and  there  are  signs  that  the  concept  will  be  a  trend  in  the  future. 

Today,  more  than  ever,  I  am  convinced  that  the  Foundation's  outreach  initiative  can  succeed 
because  it  is  based  on  a  concept  that  is  being  enthusiastically  accepted  by  both  the 
development  organizations  in  Latin  America  and  the  Caribbean  and  international  donors.   To 
date,  the  Foundation  has  identified  numerous  development  donors  eager  to  use  resources 
cooperatively  to  support  grassroots  development  programs.   Genuine  opportunities  exist  to 
work  together  cooperatively  with  public  and  private  organizations  willing  to  commit  financial 
and  human  resources  that  promote  grassroots  development. 

To  illustrate  the  Foundation's  work  in  supporting  outreach  efforts,  I  highlight  the  following 
accomplishments: 
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The  Asociaci6n  Nacional  para  la  Conservacion  de  la  Naturaleza  ("ANCON"), 
established  and  funded  by  private  sector  business  leaders  in  Panama,  promotes 
and  supports  conservation  programs.   ANCON,  with  the  Foundation's 
assistance,  has  expanded  its  focus  to  include  support  for  grassroots,  sustainable 
development  that  balance  development  needs  with  the  preservation  of  the 
environment.   The  Foundation  is  working  with  ANCON's  Chairman  of  the 
Board  and  leading  Panamanian  businesspeople  to  expand  local  fundraising 
efforts  that  promote  grassroots  development.   This  year,  a  Panamanian  bank 
has  agreed  to  provide  ANCON  with  U.S.  $75,000  per  year  for  5  years  to 
support  income  generating  projects. 

The  National  Petroleum  Company  of  Venezuela,  S.A.  ("PDVSA")  and  the 
Foundation  executed  a  Memorandum  of  Understanding  to  co-fund  grassroots 
development  projects  in  Venezuela.   The  Foundation  and  PDVSA  have  each 
allocated  $400,000  this  fiscal  year  to  support  seven  grassroots  projects  which 
satisfy  the  Foundation's  funding  criteria.   To  date,  this  represents  a  total  of 
SI  .8  million  which  has  been  committed  by  both  institutions  over  the  past  three 
years  to  this  initiative.   In  addition.  Foundation  staff  have  trained  PDVSA 
personnel  on  the  Foundation's  approach  to  grassroots  development  and  project 
analysis  and  selection.    I  am  committed  to  expanding  this  effort  to  train 
PDVSA  personnel  in  the  Foundation's  development  methodology.   Moreover, 
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PDVSA  has  expressed  a  commitment  to  increase  the  resources  dedicated  to 
this  co-funding  program. 

•  The  International  Youth  Foundation  and  the  Foundation  have  executed  a 
Memorandum  of  Understanding  with  each  institution  pledging  up  to  $1  million 
for  youth  projects,  and  identifying  an  additional  $1  million  from  local  or  other 
donors.   This  initiative  will  support  youth  and  children  at  risk  projects  in 
Brazil,  Colombia,  Costa  Rica,  Ecuador,  Mexico,  Paraguay,  and  Venezuela. 

•  The  MacArthur  Foundation  and  the  Inter-American  Foundation  negotiated  a 
Memorandum  of  Understanding  through  which  the  MacArthur  Foundation  will 
provide  up  to  $300,000  to  Inter-American  Foundation  grantees  working  on 
forestry  projects  in  southern  Mexico.   Similar  opportunities  in  other  countries 
have  been  identified  and  discussed  with  the  Ford.  Rockefeller,  and  Kellogg 
Foundations. 

.'Xs  these  examples  illustrate,  NGOs  can  gain  greater  access  to  local  private  and  public  sector 
resources,  and  international  donors  are  eager  to  learn  more  about  grassroots  development  and 
enter  into  formal  co-fundine  agreements. 
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Since  becoming  Foundation  President,  my  goal  has  been  to  use  the  Foundation's  limited 
financial  and  staff  resources  as  a  catalyst  to  transform  these  iimovative  concepts  into  reality. 
This  will,  however,  require  the  Foundation  to  expand  its  role  beyond  that  of  a  funding 
agency.    In  doing  so.  the  Foundation  must  help  NGOs  to  identify  potential  sources  of  local 
financial  assisunce  and,  more  importantly,  assist  other  donors  to  focus  on  supporting 
grassroots  initiatives. 

As  in  the  case  I  described  with  PDVSA,  the  Foundation  must  assimie  the  role  of  "trainer"  in 
those  instances  where  local  private  or  public  sector  organizations  seek  to  adapt  the 
Foundation  approach  and  methodology  to  support  NGO  initiatives.   I  am  especially  pleased 
to  repon  that  following  a  meeting  I  had  with  Frank  Alcock,   Acting  President  of  PDVSA,  in 
Venezuela  earlier  this  year,  we  agreed  to  explore  the  possibility  of  formal,  long-term 
development  training  conducted  by  the  Foundation  for  PDVSA's  key  public  affairs  personnel. 
This  represents  an  exciting  opportunity  to  cement  and  expand  the  Foundation's  outreach 
initiative  in  Venezuela  and  elsewhere. 

After  three  years  of  hard  work,  the  outreach  initiative  is  becoming  an  integral  part  of  the 
Foundation's  methodology  and  approach  to  development.   I  am  confident  that  it  will  play  an 
even  greater  role  in  the  development  conununity  in  the  future.   However,  these  new  and 
evolving  responsibilities  will  require  the  Foundation  to  redouble  its  efforts,  but  experience  to 
date  indicates  that  given  the  tools,  the  Foundation  is  uniquely  positioned  to  promote 
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innovative  and  experimental  approaches  to  grassroots  development.   It  is  in  this  spirit  that  I 
conceived  the  outreach  initiative  and  with  your  help  that  I  remain  enthusiastic  about  its 
continued  expansion  and  success.    Ultimately,  the  Foundation's  greatest  success  will  be 
accomplished  when  foreign  development  assistance  is  no  longer  needed  to  meet  the  needs  of 
the  people  in  Latin  America  and  the  Caribbean.   However,  we  are  still  some  time  away  from 
seeing  that  goal's  fruition.   Therefore,  the  Foundation's  programs  and  methodology  will  need 
the  continued  full  support  of  the  Committee. 

Mr.  Chairman,  I  would  be  delighted  to  answer  any  questions  that  you  and  the  Members  of 
this  distinguished  Committee  might  have  for  me. 
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